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With Th\e Editors 


de Discovered Doproesston 


Tuis Is the strange case of a man 
too busy to read the newspapers. 
He worked so hard all day he was 
too tired at night to listen to the 
hews commentators on the radio. 

He didn’t have much imagination, 
wasn’t well-informed about world 
affairs. His conversation was dull. 

But he did a good business. 

The shop with the simple sign 
“Cabinetmaker” had a real hum in- 
side it. The boss and his assistant 
were kept on the jump all day. His 
prices were reasonable and he kept 
a large stock of various woods on 
hand, so the townspeople were en- 
couraged to work out their ideas 
with him for matched bookcases or 
panelled living rooms. Buying his 
materials in quantity meant quite a 


saving, as well as convenience for 
the customers. He decided the busi- 
ness could well afford another jour- 
neyman to catch up with the work. 

The new man he hired was a “stu- 
dent of affairs’—other people’s as 
well as his own. Talking to the boss 
while working he pointed out the 
dangers of the European situation, 
the threat of an unbalanced budget, 
the crushing tax burden on _ busi- 
ness. 

He was particularly discursive on 
the perils of heavy inventories at 
times of uncertainty. 

He made out such a strong case 
that the boss decided to play safe. 
First he let his stocks of wood run 
down, which naturally disappointed 
buyers but built up his bank balance. 


When he had to turn away a rush 
job he consoled himself with the 
thought he was being conservative. 
The slight slackening this caused in 
the business hurt profits, so he 
raised his prices a bit. 

It wasn’t long before he called the 
new assistant in to congratulate him 
on his foresight. 

“Business is running only half its 
former rate,” he said. “You were 
right in advising caution. Things 
are terrible and it looks as theugh 
they would get worse.” 

“By the way,” he added, “you and 


the other assistant are fired, of 
course.” 
* * * 
The shop with the “Cabinet- 


maker” sign is now for rent—cheap. 
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Crude oil production is again getting out of bounds. An inclusive ,,,,,, 


interstate compact must be made to regulate it or government inter = adv: 
vention will ensue. See page 72. ~ 
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Questions of the Day 


In this issue we give over the space customarily 
assigned to The Trend of Events to brief editorial con- 
sideration of those questions which currently seem upper- 
most in the minds of most people. If the idea appeals 
to readers, we shall repeat it occasionally in subsequent 
issues. We shall do our best to answer any questions 
submitted which are of widespread, timely interest. 


Is a general European war near or has the threat 
been exaggerated? 

We believe war is unlikely. The Nazi big-wigs have 
a lucrative racket which would be endangered by war. 
They know quick victory would be improbable and they 
are not prepared for long conflict. Their propaganda 
has failed to whip up a war spirit in the German people. 
If they can not risk a major war this spring it is improb- 
able they can risk it later. Time is running against 
them, with Britain and France growing stronger in 
armaments and public morale. 

Is the war threat the only factor holding back 
American business and markets? 

No. Business men have long been cautiously skeptical 
of the economic benefits to be expected of the second 
New Deal pump priming program which was launched 
last year and have thus far waited in vain for construc- 
tive action by the Administration or Congress to en- 
courage resumption of private investment. The war 
uncertainty, however, appears to be the most dynamic 
adverse influence. 

Other than lavish spending, is any effective gov- 
ernmental recovery program in sight? 

No. The New Dealers oppose remedial legislation 


MAY 6, 1939 


which would be tacit admission of error, and in political 
effectiveness the New Deal and conservative wings of 
the Democratic Party in Congress largely cancel out 
each other. Republican House Leader Martin has ad- 
vanced a generally sound recovery program but its public 
espousal by the Republicans makes it all the more poli- 
tically difficult for even conservative Democrats to em- 
brace it. All factions are playing 1940 election politics 
first, last and all the time. 

Are mounting excess bank reserves a serious 
threat? 

No. The risk of a run-away, private credit inflation 
has been greatly exaggerated. Government—Federal 
and local—has been the only large scale borrower of 
bank credit during the past six years. In effect on 
private credit, the New Deal’s “easy money” inflation is 
largely theoretical, more than offset by deflationary influ- 
ences both political and economic. 

Can the present heavy rate of Federal spending 
continue without financial disaster? 

No, but the breaking point in our public debt can not 
be forecast merely by simple arithmetic. The dangerous 
thing is not our $40,000,000,000 Federal debt but the 
fact that the Federal budget is out of control. We are 
caught in a vicious cycle which can be broken only by 
courageous statesmanship in head-on collision with nu- 
merous politically powerful pressure groups. As long as 
the voters permit our politicians to follow the soft and 
easy road of borrowing and spending, no end to debt 
expansion is in sight. It is the same road on which 
France was almost wrecked last year and from which 
she now finds it so hard to turn back. 
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BY CHARLES BENEDICT 


ADOLPH HITLER—MAN AGAINST GOD 


Max propaganda labors to put Hitler forth as a man 
of great spiritual character, yet his every act, his written 
word, and the words out of his mouth are that of a man 
against God—a man of primitive and brutal cunning. 
He destroys men and nations by taking away their 
means of existence—by starving them out—with the 
help of traitors destroying through sabotage. Of such 
stuff are the “victories” of which he boasts. Only a 
perverted sensibility could call them that. 


For, every inch of land that Germany has gained was 
secured by lying, treachery and gangsterism which 
brought the German people nothing. While the party 
leaders divided the spoils, the German nation individu- 
ally, did not receive an additional piece of bread or ounce 
of butter. 


As for Austria—he even despoiled this, his native land! 
Everything of value that was movable was sent to Ger- 
many, including food supplies that did not find their 
way to the tables of the underfed Germans; while the 
Austrians themselves lost their identity, and became 
united only to German misery, conscripted labor and 
starvation rations. He took Austria because it was the 
key to Europe—not for the claimed sentimental rea- 
son of uniting the Austrians to the German people. 





In Czechoslovakia he deprived an entire nation of 
hard-working people of their possessions, as well as their 
governmental property and the defences for which their 
taxes had paid. He wanted Czechoslovakia because of 
its strategic position and its valuable raw materials and 
munition factories. And the gold in the Czechoslovakian 
Treasury, like that of Austria, was taken over for use 
by the Nazi party, and not to allay the distress among 
the German people. 


Unchecked Banditry 


Our jails, as well as prisons the world over, are full 
of gangsters and thieves convicted of cheating and rob- 
bing their fellowmen at the point of a gun in a pitifully 
small way compared to this large scale banditry. And 
the world sits by and permits this super gangster and his 
gang to destroy humanity, civilization and the standard 





of living that has been built through many centuries by 
the hardest kind of effort and labor. 

What a pitiful world we are living in that a whole 
continent grovels in the dust and fears to raise its hand 
against such brutality and immorality! 


Hitler is a cunning man—not a great one—a coward 
and schemer who attacks only the weak, and is afraid 
to fight his equals or his betters. 


He demands room for the German people, while he 
denies the right to live to every other kind of people, 
even on land which they have worked with their hands 
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—with the sweat running in streams from their bodies. 


And the world sits by and temporizes with Hitler and 
his creatures, and Mussolini and his creatures. And Mr. 
Chamberlain, among other misnamed “statesmen,” licks 
the boots of these defilers of the most elemental human 
right—the right to live and enjoy the fruits of their own 
labor. 


And when the President of the United States, out of 
his deep compassion and intelligent understanding, at- 
tempts to stave off further disaster in this great crisis in 
our civilization, in which we, as well as the rest of the 
world find ourselves, a lot of stuffed shirts abuse him 
and tell him we ought to mind our own business—as 
though the business of human beings, of the rights of 
man, wasn’t our business! 





Victims of Propaganda 


History will point with contempt to the so-called lead- 
ers of this present generation as decadent and as men 
without character. Future generations will disown them 
unless they act with greater wisdom before it becomes 
too late. 


It is humiliating to think that for the past two weeks 
the whole nation has been practically living in a state 
of suspended animation waiting for April 28th to hear 
what the “Master Mind” was intending to do. And we de- 
served to have him contemptuously mock us, and in so 
many words tell us that he is going to do exactly as he 
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pleased. That he has found the weapons of destructive 
propaganda, economic sabotage and inciting minority 
rebellion a much easier and less dangerous way of war- 
fare than combat in the field—and that he intends to 
pursue that course. That any nation that attempts to 
defend itself or tries to stop him will be guilty of war— 
not Germany! 


Under the pretext of the iniquity of the Treaty of 
Versailles, Hitler lays claim to all of Europe—and marks 
Poland as his next victim. For when he says he is con- 
vinced he will solve the “Polish problem” without a war, 
he is relying on his belief that England and France will 
let him have it, and that he will be able to starve the 
Poles into submission by Autumn. 


In the meantime one shock after another will be ad- 
ministered to us. His “war by crisis’—one after the 
other—will continue. It will make our country a fertile 
soil for sabotage and play into the hands of those re- 
actionary groups who would prefer to surrender this 
country to fascism rather than diminish their individual 
importance. 


Under the slogan of uniting the German people all 
over the world and of demanding their allegiance to 
Germany, regardless of whether they are citizens of 
any other country, Hitler is seeking world conquest. 
The wealth of this nation, our tremendous hoard of gold, 
our great markets, are prizes well worth his while and 
that of his buccaneers. We cannot wait until England 
and France have gone over to the enemy. We must act 
on our own—and we have the economic and other weap- 
ons on hand to combat Hitler. We do not have to re- 
sort to arms either! We can effectively checkmate him 
by employing the very tactics which he uses against 
us and his other adversaries. 


Too long have we meekly permitted the spread of 
fascism in this country in the face of the avowed pur- 
pose of the nazis and their open declaration of economic 
warfare and propaganda against America. 


Economic Warfare 


Millions of dollars worth of securities from Europe 
were thrown on our markets, to demoralize us, prepara- 
tory to Hitler’s last drive on Czechoslovakia, because 
the nazis know how important a barometer the stock 
market is to the business men in this country. 


When we attempt to stop the influx of German goods, 
they circumvent our countervailing duties by putting 
false labels on the products and by every other kind of 
trickery. 


The nazis are at war with us today. To ignore that 
fact is to be destroyed. To act to save ourselves from 
this great catastrophe, will also help millions of people 
all over the world to throw off the yoke. 


In our great country there are men with initiative, 
men with courage and who have found that practical 
idealism works. May God help us to inspire leaders 
to defy Hitler—man against God—and save the world 
for decency, peace and happiness! 

















The Wisest Market Policy Now 





Gloom is thick but the market holds stubbornly in a 


narrow trading range with offerings extremely light. 


Barring another early shock from Europe, we think the 


odds favor additional rally from the April 8 lows. 


BY A. T 


‘he Hitler speech, temporary focus of world financial 
attention, is out of the way without having cleared the 
European fog. The current trend of domestic business is 
favorable only in the negative sense that reaction remains 
moderate. If the adverse influences—whether non-eco- 
nomic or economic—have not been sufficiently discounted 
the stock market should soon resume its decline. Under 
real bear market conditions the April-May period usual- 
ly brings a new phase of despair and new lows, hope of 
spring inprovement in business having been dashed. 

We are far from convinced, however, that this is the 
pattern that will be seen. The alternative is that stock 
prices may have discounted more business reaction than 
will develop, may have made more than enough allow- 
ance for the absence to date of pro-business legislation at 
Washington, and may be sufficiently adjusted for some 
time to come to the chronic tension of a Europe which has 
gone through crisis after crisis but which continues to 
avoid the final plunge into general war and which shows 
in every country, including Germany, a strong desire to 
avoid general war. 

The psychological gloom was seldom thicker than it is 
now. It is remarked that rally from the sharp decline 
of March 10-April 8 was less than even technically nor- 
mal. Majority opinion sees no basis for any extension of 
the rally from the April 8 lows and confidently expects at 
least a nearby test of those lows, with probability of a 
break through them. Possibly this view is correct—but, 
if so, what is the market waiting on? Before the Hitler 
speech it was waiting for that event. At this writing it is 
in the third trading session since that speech was deliv- 
ered and it is still waiting, with price fluctuations of minor 
consequence and the volume of transactions extremely 
small. 

On the basis of closing prices our daily average of 40 
representative industrial stocks has held within approxi- 
mately a 5-point trading range for three weeks and has 
held within approximately a 3-point trading range for the 
past fortnight. It would be unusual for this kind of a 
trading shelf to last much longer and especially unusual 
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in a real bear market at this season of the year. The 
longer it lasts in the present setting the greater the chance 
that it will not end with a downward break except on the 
unpredictable factor of another violent shock in the Euro- 
pean news and the greater the chance that it will be 
broken by extension of rally from the April lows. 

Certainly thus far the technical pattern since April 8 
has resembled that which followed the January “war_ 
jitters” decline—automatic rally, a narrow trading range 
for about three weeks and then more rally to make a 
total recovery by March 10 of approximately 70 per cent 
of the January decline in our industrial index. 

Taking a somewhat longer view, we think there is a 
fair chance that before the end of this year the stock 
market and the business trend may have completed a 
100 per cent double cross of the pattern anticipated by 
the great majority of people at the close of 1938. At the 
turn of the year the concensus was that business would 
experience a mild first quarter recession because of the 
speed of the upturn in the second half of 1938, that re- 
covery would be resumed in the second quarter but that 
the last half of the year should be viewed with skeptical 
caution. 

The business decline to date has been mild—remark- 
ably so when considered in relation to the European 
crisis, the stock market slump, the lengthy bituminous 
coal strike and the prevailing jittery psychology. To 
date this year our per capita business index has averaged 
approximately 82.5 per cent of the 1923-1925 level, as 
compared with average of 83.8 in the fourth quarter of 
last year and with recovery high of 87.1 for the month 
of December. The latest estimated weekly figure of 
81.9 is still slightly above the low of February. 

On the other hand, hope of signficant renewal of the 
business advance in the second quarter has been written 
off. What does this leave for the second half of the year? 
For one thing—if Europe continues to avoid actual war 
and if we can gradually build up a psychology less al- 
lergic to mere diplomatic crises in Europe—we could 
rationally expect that some of the economic activity de- 
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_ of the inventory buying, capital expenditures and de- 
_ mand for consumers’ durable goods now being cautiously 
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ferred in the present setting would be realized in the 
This applies to at least a part 


The coal strike also represents merely de- 
ferred production. The consumption goods industries 
and retail trade show no evidence of the beginning of 
depression. 

The earlier introduction of 1940 model automobiles 
will mean earlier buying of requisite materials by this 
key industry. Building thus far continues to hold at a 
relatively good level and both the Federal public works 
and slum clearance programs will contribute substantial- 
lv more to business activity in the second half of the 


year than in the first half. Contrary to the general im- 
pression, the addition to national purchasing power from 
the Government’s spending program will hold at a high 
level through the year and will not make a peak before 
November. 

Finally, Congress has gone through the usual four- 
month talk stage and is nearing the stage of action. At 
least some remedial legislation subject to favorable busi- 
ness and investment interpretation remains a possibility. 

We readily concede that all of this does not make a 
case for 100 per cent bullishness on the current stock 
market but even less does it support the case for sur- 
render to abject pessimism at the present substantially 
deflated level of prices. —Monday, May 1. 
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Business on the Threshold 
of Great Changes 


sions is the law of life but 
the normality of gradual, orderly 
change in the factors confronting 
business men and investors is 
increasingly giving way to the abnormality of disrup- 
tively fast change—frequent and fast shifts in the direc- 
tion of the domestic economic trend, increasing instabil- 
ity in world economic trends, feverish gyrations in the 
stock market, fast moves and counter-moves in the 
dangerous game of world power politics, attacks and 
counter-attacks in the international trade war. 

In eighteen months since September, 1937, there have 
been three significant changes of direction in our monthly 
business index with the total fluctuations on these three 
movements amounting, through March, to 53.7 points 
in the index. In no eighteen-month period of either the 
great 1924-1929 boom or the great 1929-1932 depression 

vas there anything remotely approaching this perform- 
ance as regards frequency of directional changes or scope 
of total fluctuation. 

In twenty months from mid-August, 1937, to this 
writing our weekly index of stock prices has shown a 
total fluctuation of approximately 253 points, counting 
only swings of five points or more. For the twenty 


months from May, 1928, through 1929, taking all swings 
of five poinis or more in the wildest phases of the boom 
and collapse, the similar total fluctuation was 293 points. 
Since the price range of this 1928-1929 period was 120- 
173, as compared with 44-106 in the recent period, it may 
be noted that percentage fluctuation since August, 1937, 
has set an all time high. 
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BY JOHN D. C. WELDON 





The stock market is a sensitive 
barometer of politico - economic 
conditions, the sounding board 
which reflects the opinions, know]- 
edge, hopes and fears of investors and_ speculators 
throughout the world. We cite its jittery fluctuation 
merely as symptomatic of the disturbed, uncertain, 
fast-shifting domestic and international factors affect- 
ing economic activity, business profits and_ security 
values. 

At the start of this year, just four months ago, it 
seemed probable after a notably fast autumn advance 
that a January-February business pause would be fol- 
lowed by substantial extension of the recovery cycle 
which began last year. All past history indicated a much 
longer life span for average recovery cycles than the 
movement had had up to that point. There had been 
no excess in business inventory commitments or price 
policies and no distortion in labor costs. Credit factors 
were favorable. A new Federal pump-priming program 
had begun and was certain to continue at accelerating 
momentum at least until early autumn. A strong con- 
servative drift in the November election had justified 
hope of a “recovery first” attitude at Washington, to be 
reflected in administrative and legislative action seeking 
to remove some of the obstacles blocking productive 
private investment. After the Munich accord there was 
hope—despite the known unreliability of Hitler—that 
Nazi ambitions would be confined for a long time to come 
to middle and eastern Europe and that they would not 
involve any threat of major war. 
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Much has happened in tour months. European ten- 
sion has mounted to alarming heights. Since March it 
has been chiefly responsible for reduced investment and 
speculative demand in the stock market. In the absence 
of demand, a relatively small volume of liquidation has 
produced serious decline and this decline, in turn, has 
' chilled business sentiment. At the same time hope of 
pro-business action at Washington has steadily faded 
as month after month has gone by without anything of 
importance being done. The President has given no 
visible help to tentative and thus far abortive moves 
for remedial tax, labor and railroad legislation; has cen- 
- tered his interest mainly on foreign policy and by word 
and action has increasingly focused public attention on 
' the threat of war. No effective leadership has yet devel- 
oped in Congress in behalf of remedial legislation desired 


s 
by business. 
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' By the end of 1938 the country’s total production had 

' been adjusted up to approximately the then existing 

level of consumption. As there was no inducement for 
forward stocking of inventories, any further expansion 

- of consuming demand was left dependent largely on the 
combination of Federal pump priming expenditures, 
private residential building and private investment in 
capital goods. To date we have the pump priming and 
a fairly good volume of residential building—as dis- 
cussed in a special article elsewhere in this issue—but 
corporate new capital financing and investment of sur- 
plus corporate cash in plant betterment have remained 
at a woefully low ebb. 

In short, the supporting elements have not been strong 
enough to carry on the satisfactory upward trend of 
national income maintained throughout the second half 
of last year. Moreover, regardless of sustained demand 
for necessitous consumption goods, demand for con- 
sumers’ durable goods—such as automobiles and house- 
hold apparatus—is not as good as available public 
purchasing power could support, as judged by all avail- 
able statistics of public income. During the past genera- 
tion total volume in consumers’ durable goods—relative 
to aggregate economic activity—has become a substan- 
tially greater weight than actual capital goods. Involving 

' relatively important commitments of cash or debt, such 
demand in a measure is subject to the same inhibitions 
now affecting producer goods. 

So far as producer goods are concerned, the situation 
of General Motors is probably sufficiently representa- 
tive to point up the picture. Capital investment for 
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this year is scheduled at $10,000,000, as compared with 
$17,000,000 last year and $60,000,000 in 1937. Our gen- 
eral capital goods “holiday” is partly a matter of lack 
of confidence and partly due to the fact that, after the 
substantial plant betterment programs of 1936-1937, 
present facilities are capable of efficiently handling 
current volume or any volume in nearby sight. 

In some respects lack of need, rather than lack of 
purchasing power, also characterizes the situation in con- 
sumers’ durable goods. For instance, factory output of 
passenger cars in the United States, less exports, was 
approximately 12,000,000 units for the three years 1935- 
1937, as compared with approximately 10,300,000 units 
for the three years 1927-1929. Just as heavy sales in 
1927-1929 tended to shrink the replacement market dur- 
ing the several depression years after 1929, heavy 1935- 
1937 sales tend to reduce the current replacement de- 
mand. Similarly the curve of sales of electrical refrig- 
erators would necessarily flatten out after the remarkable 
advance of 1935-1937 even if general economic factors 
were wholly favorable. 


Automobile Demand 


This is not to say that the level of demand for con- 
sumers’ durable goods is seriously depressed, for it most 
certainly is not—but that the trend is moderately down- 
ward. Based on partial statistics, retail sales of pas- 
senger cars so far this year are estimated to be 43 per 
cent larger than a year ago, only about 18 per cent under 
the figures for the same period of the relatively good 
year 1936 and approximately 15 per cent above the same 
period of 1935. These are not depression statistics. 

On the other hand, the course of retail automobile 
demand from here on is of crucial importance to business 
volume and, unfortunately, it is not predictable. One 
would suppose that there has already been ample time 
for the stock market decline, the war scare and the general 
dose of investment-business jitters to find reflection in a 
sharp slump in motor sales if a sharp slum is on the cards. 
Yet in 1937 motor sales held up surprisingly well through 
the most spectacular phase of the stock market plunge 
of August-October, only to nose dive with unprecedented 
severity and suddenness in December. The timing of 
that sudden but belated change in the automobile pic- 
ture to this day remains much of a mystery. Whether 
there is threat of a similarly sudden change for the worse 
ahead of us appears to depend on the general politico- 
economic developments of the near future, as reflected 
in payrolls and consumer sentiment, and to which the 
chief keys seem to be (1) the trend of European affairs 
and (2) decision or lack of decision at Washington to 
get wholeheartedly behind the cause of revived private 
investment. 

The motor industry is not only our most important 
single manufacturing industry but by a wide margin 
tops the list of manufactures which we export. Indeed, 
it now tops all other single export commodities, includ- 
ing cotton. This is, therefore, a convenient point at 
which to turn our eyes abroad and briefly appraise the 
growingly intense international trade war as affecting 
not only our motor industry but our general economic 
position. Whether armies fight in Europe or not, this 
type of war is in full force and will go on indefinitely. 
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The weapons of trade war—tariffs, quotas, special 
preference systems, currency depreciation, barter, ete.— 
are not new but very old. What is new is the totalitarian 
application of the barter principle by Germany. So far 


this method has shifted to some extent the geographical ; 
distribution of German trade rather than increased the 77 
That is, it has increased German i 
trade with certain countries desperately in need of export- 7 
ing surplus raw materials—especially in southeastern | 
Europe and in some Latin-American areas—but it has 7 
reduced German trade in much larger trade areas, not- 7 


total German trade. 


ably with Britain, the United States and France. 


It seems obvious that the Nazi barter method as now 7 
practiced is necessarily a passing phase, since it involves | 
buying high and selling low at the increasing expense of 5 
the living standard of the German people. It is a method | 


of desperation, subordinating all else to the drive to get | 
materials to expand the war machine through which— 
by actual use or threat—Hitler’s plan is to come into / 
ownership or control of all needed sources of raw ma- 
terials. It is a means to an end. If the end—conquest of 
sources of needed raw materials—is achieved the barter | 
principle might be retained, but the method of selling | 
below world prices and buying above world prices, which 
is where the competitive pinch on other trading nations | 
comes in, would lose all point, for it is a losing game. | 
If the Germans fail in their plan of conquest, their barter | 
as now practiced will eventually break down their| 
internal economy. 
Hence, on strictly economic reasoning, it is open to/ 
debate how far we should go in attempting to meet this | 
kind of competition as long as German trade “gains” are | 
really internal German losses. If there is any logical | 
motive for active counter-attack by the United States _ 
it lies in the field of general foreign policy rather than 
normal economics. If the threat of a Germany master-| 
ing Europe is of vital national concern to us—and most! 
Americans apparently feel that it is—then it makes sense | 
to use all of our trade weapons with the general aim of | 
supporting the British and French positions and of hin-| 
dering Germany’s efforts to obtain needed imports in} 
every valid manner short of military war. 





Foreign Trade War 


Meanwhile the actual proportions of German trade’ 
competition—now and for the future—can be easily) 
exaggerated. Last year total exports and imports of the! 
thirteen most important trading nations were approxi-| 
mately $29,000,000,000, with the two-way German trade| 
amounting to $4,300,000,000. German plants and labor) 
are working at approximate capacity now. Any mo-| 
mentous expansion of German production for export is a) 
physical impossibility. Hence the German trade threat) 
for the present may be likened to guerrilla thrusts at vari-| 
ous minor points rather than frontal attack. She cannot! 
conceivably take away any major part of the vast total/ 
of British and United States trade unless and until shel 
becomes largely self-sufficient in raw material resources | 
and makes at least a substantial transition from a wat) 
to a peace economy—the latter process requiring time} 
and various difficult internal adjustments. 

Certainly thus far our major foreign trade headache is) 
neither any important loss of markets for exports off 
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manufactures nor any flood of imported manufactures 
but progressive loss of markets for our farm products, 
notably cotton and wheat. The reasons for this relate 
only incidentally to Germany and barter. This loss is of 
grave importance to the cotton South and to the western 


make for unsatisfactory prices even on domestically con- 
sumed cotton and wheat, despite Government subsidies. 

Our total foreign trade is equal to less than 10 per cent 
of our national income and in every respect, including 


in a stronger position to withstand the impact of trade 


$1,133,566,000, the largest since 1921, and the balance 
was heavily in our favor through the first quarter of 
this year. 

The troubles of the foreign trader, of course, are legion. 
For instance, the new British tax plan includes an almost 


It figures around $142 a year on cars in the class of Olds- 
mobile or the cheapest Buicks and Packards and from 
$98 to $128 a year on Fords, Chevrolets and Plymouths. 
On top of a 83 1/3 per cent ad valorem import duty, this 
virtually shuts out imports of American cars and is also a 
crushing blow as regards sale of cars made in American- 
owned plants in England. This tax, however, is reported 
to apply to all cars, including British-made, and to be 
for the purpose of discouraging what the British regard 
as a luxury trade and of forcing the diversion of skilled 
workers and materials to armaments. 

Turning back to the domestic scene, the steel picture 
for the present is worse than the general business picture. 
The industry’s operating rate has declined faster than 
has consumption, reflecting falling off in new orders and 
withdrawals from inventories both by consuming indus- 
tries and by the steel mills themselves. This is partly 
due to the threatened shortage in bituminous coal sup- 
plies. It is due more importantly, however, to dis- 
appointing new orders, and to forward buying by con- 
sumers, at cut prices, during the fourth quarter of last 
year and part of the first quarter in volume apparently 
greater than was officially admitted at the time. Excel- 
lent first quarter earnings of the leading motor companies 
contrast strikingly with relatively unsatisfactory profits 
of most steel companies—and low price steel is evidently 
one of the reasons. 

With motor production heading toward seasonal de- 
cline and volume in producer goods at low ebb, steel will 
be lucky to hold this spring and summer at an operating 
rate somewhere between the present 48 per cent of 
capacity and 40 per cent. Favorable non-economic news 
—first from Europe and second from Washington—could 
importantly change the picture but in any event it is 
to be doubted that the major advance in steel can be 
resumed before seasonal impulses begin to assert them- 
selves sometime in the third quarter as production of 
1940 automobiles gets under way. 

There are two exceptions to the general factors retard- 
ing recovery in the equipment industries, or at least 
partial exceptions. Demand for farm equipment depends 
on farm prices and farm income far more than upon 
broader politico-economic influences. The picture here 
appears static at a level that is far above serious depres- 
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What First Quarter Earnings Show 
Three Months Ended Mar. 31 


1939 1938 
Air Reduction... .. $1,027,255 $795,590 
Allis-Chalmers. . . . 710,277 1,403,649 
American Brake Shoe 408,937 240,486 
American Chicle. . 866,366 800,413 
Beech-Nut Packing 523,556 522,871 
Hericine AWviahOne. «625 6 ccc een ce an: 1,023,996 *561,605 
Bethlehem Steel... 2,409,059 994,908 
Borg-Warner..... 1,154,705 *287,673 
Caterpillar Tractor 928,118 807,907 
Chivsler... s+ 11,638,290 2,109,969 
Commercial Credit 1,716,704 2,863,458 
Corn Products. ... 2,003,358 2,922,793 
Du Pont......... 19,075,376 9,060,602 
General Electtie. ..... 2... cence 7,373,431 7,075,739 
General Foods.................... 4,082,316 3,375,727 
General Motors. . 53,177,928 8,234,017 
Hercules Powder. 1,087,322 656,027 
Hershey Chocolate......... 1,795,514 1,390,187 
Industrial Rayon. . 10,595 *118,939 
Inland Steel...... ee 2,024,601 923,076 
Johns-Manville........... 125,118 *939,475 
Libbey-Owens-Ford 1,722,780 *371 527 
Monsanto Chemical... ... 1,239,899 699,311 
National Cash Register.............. 484,024 608,196 
National Distillers............ 1,373,228 1,445,223 
National Steel................... 2,426,629 1,088,636 
Gilg Blavalare... =< = ous el seeks 957,627 798,113 
2 CCD CO A er eee 2,731,048 2,281,344 
Phillips Petroleum... ............... 1,485,533 2,314,642 
Procter & Gamble.................. 6,586,778 2,800,459 
Republic Steele. <..cc5 sea cecne. 532,899 *3,062,564 
Schenley Distillers.................. 1,061,542 364,712 
Gael Unies Ol... .........-...50-.. 478,266 2,907,447 
SipNeIGh CRANES ooo acc one ve devas 1,767,110 2,364,731 
Timken Roller Bearing. .............. 1,907,398 273,266 
inion Cameilee occu nc ccc tdin hee 5,293,885 4,209,333 
Uited Alual............-..---..- 1,490,799 1,072,298 
RPS Gopi =. 6 cco oo vonscce ne wes 990,694 688,348 
isis ieee vou eonsa'e, 660,551 "1,299,151 
Westinghouse Electric............... 2,356,150 2,031,230 
Wheeling Steel... 0. cccecceeeen 828,661 *531,035 
eal AON 2,193,356 1,433,823 
Wellate trade 8 ccc cenkcows 388,799 117,575 
* Loss. 





sion but well below prosperity. If the trend of the first 
four months of this year is maintained—depending partly 
on the vagaries of the weather and partly on world prices 
as affected by trade warfare and as may possibly be 
affected by European war—the 1939 farm buying power 
will be neither materially more nor less than that of 
last year. 

Another special situation is the machine tool industry. 
It is adversely affected, of course, by the general influ- 
ences to which demand for producer goods is subject, 
but there are some major offsets. It is a leading bene- 
ficiary of the world armaments race and of the fast 
developing boom in the aircraft manufacturing industry. 
It will before long feel rising demand from the motor 
industry since official national show date on 1940 models 
has been moved up a month and some makes will beat 
the gun by a month or six (Please turn to page 101) 




















in. Washington 





BY E. K. T. 


Long session of Congress is in prospect, despite Roose- 
velt’s desire to have legislators go home and leave the 
stage to him. Farm, labor, tax, neutrality, and many 
other matters will keep Congressmen busy for two or 
three months anyway, and they want to get as much 
done as possible this session so as to quit early next 
spring for primary campaigns. 


Tax revision chances seem better than few weeks ago. 
Treasury has plan prepared which, if proposed in full, 
will be startlingly favorable to business, but hesitates to 
take the initiative in pushing it because of opposition 
from the radical “tax for redistribution of wealth” bloc 
in administration. White House has not said definitely 
yes or no, but has left the door sufficiently open to 
encourage Treasury officials to be ready when Con- 
gress asks. 


Brookings Institution tax proposals coincide in most 
details with what high Treasury officials really want, 
and they are tickled to have the initiative come from 
an outside, disinterested source. Treasury might not go 
all the way because of politics and need for high revenue 
next year regardless of possibilities of future recouping 
through the business stimulant of lower rates now. 
But Treasury is convinced reemployment can come 
only through new capital investment in private enter- 





WASHINGTON SEES— 
Congress not quitting soon. 
Treasury looking to drastic tax revision. 
Roosevelt’s foreign policy silently opposed. 
Democratic liberals rallying to control party. 


A A A decision of great future effect on 
business. 


New farm laws in the making. 





prise and that this is held back by federal tax policies. 


Foreign policy of Roosevelt, exemplified by his startling 
appeal to Hitler and Mussolini and his Pan American 
address, has aroused more opposition in Congress than 
absence of public criticism would indicate. Feeling is 
that he is obviously and dangerously un-neutral and is 
lining up the U. S. to participate in European war. But 
opposition, partisan or intra-party, is risky politics and 
hope that war will be avoided is preponderant even 
with those who most object to Roosevelt having a hand 
in it. From standpoint of domestic politics, Roosevelt’s 
bold stand is a good trick if it works, since critics are 
pretty well muffled at least for the present. 


Primary purge attempt next year is suspected in Roose- 
velt’s appeal for undeviating liberalism in Democratic 
party, which is interpreted as open warning he will fight 
to keep conservatives from gaining control. 


Party clean-up is being started by Attorney General 
Murphy in attempt to rid Democratic skirts of corrupt 
city machines, politically controlled judges, protected 
rackets, and other unsavory situations which might be 
used as campaign ammunition by opponents in next 
election. 


Reorganization plan is more sweeping than was antici- 
pated this spring. Practically gets around prohibition 
on creating new departments by setting up three huge 
“coordinating” agencies headed by Administrators of 
almost Cabinet status. Gives the President much direct 
control over nominally independent agencies (which 
F. D. R. has had as matter of fact, though not always as 
matter of law) which he sought in original reorganiza- 
tion request—except as to quasi-judicial and specifically 
exempted agencies. 


The “New Court" is showing that Roosevelt gained 
much of his judiciary reorganization objective though 
his plan was defeated. Several recent decisions have 
greatly enlarged Congress’ powers at expense of states’, 
have reversed or got around famous old decisions, laid 
the ground for further expansion of federal activities. 
Next term, barring further personnel changes, may see 
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» effect on interstate commerce could be made. 


three-way line-up: liberal majority; conservative dis- 


. sent; radical concurrence seeking to go farther; but with 


the moderate liberals holding balance of power. 


AAA decision, validating farm marketing act as ap- 
plied to tobacco, is momentous since by clear inference 
(though not specifically) it reverses child labor case. 
Some lawyers think other tests may be needed to uphold 
law as to other crops, but most think equal showing of 
Court 


> reiterated stand of original AAA decision that Con- 





licies. 


PERS LITRE SEIN PLE RANI, EIT 


2, SRE 


irtling 
erican 
; than 
ling is 
and is 

But 
~s and 

even 
. hand 
evelt’s 
cs are 


200sSe- 
cratic 
l fight 


eneral 
orrupt | 
tected | 
ht be 


- next 


' keting regulations are ex- 
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‘ well, on finding that excess 
/ and 


_ gress can’t regulate production but held that where 
) Congress 
' marketing burdens interstate 
» commerce it can set quotas 


finds disorderly 


which each producer can 
market interstate. Effect is 
the same. Other farm mar- 


pected to be upheld without 
question. 


Oil control by federal gov- 
ernment now has firm con- 
stitutional basis as result of 
AAA decision, many oil 
men fear. Without touching 
production as such, Congress 
could set marketing quotas 
for each state, field, and 


disorderly marketing 
burdens interstate commerce 
and the general welfare. ‘ 
Same reasoning could easily j ie 
be applied to timber and ni 

industrial products and will aX * 

probably be used to uphold naa He 
Guffey coal act. 


New farm laws are in the Wide World. 
making, based on_ recent 


AAA decision. Adminis- 
tration favors further marketing control with new 


" processing taxes (legality of which is now felt assured) 


to finance benefit payments on marketings priced below 


_ parity, and discontinuance of price-pegging loans. Hope 
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; is to make system self-supporting. Rival “cost of pro- 
' duction guarantee” bill, though strongly backed, is not 
~ making much progress in Congress. 


Educational orders for six non-commercial defense items 
"have been let by War Department under current 
~ $2,000,000 program, but within two months bids will be 


asked from selected manufacturers for some 60 more 


" items under new $32,500,000 appropriation. Actual pro- 


_ duction will be relatively small as much of money will 
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_ go into new equipment and preparation of factory plans 
for mass production if needed. This business stimulant 
_ will be boosted by early bids for regular equipment for 
_ increased military personnel and defense strength. 





“Henderson on SEC will be progressive, New Dealish, 


not radical or arbitrary. Has no experience with securi- 
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Leon Henderson, new S E C appointee 


ties markets but much with personal and small business 
credit; understands government administrative prob- 
lems; good at research and coordinating; has always 
been aligned with liberals and reformers but is reason- 
able and realistic about it; is willing to compromise and 
compose, and tolerates conflicting views if sincere but 
is pugnacious if attacked. His work in guiding TN EC 
won commendation from all parties. 

SEC split between two radicals and two conserva- 
tives, kept more or less in hand by Douglas, has been 
rife since he left, preventing many policy decisions, and 
Henderson’s first job will be to compose differences. 
He will try, but if he fails 
can be expected to side 
with liberals. Early deter- 
mination of utility holding 
company regrouping policy 
is one big job awaiting Com- 
mission harmony, action on 
which will do much to clear 
utility financing atmosphere. 
Public ownership advocates 
have been attempting to 
bore into SEC’s utility staff. 


TNEC policy will not be 
changed with Henderson out 
as secretary. He becomes 
voting member and will de- 
vote more than usual time 
to monopoly study. He had 
already lined up procedure 
and sold his program of 
factual research. He will 
have big part in drafting 
final reports and _ recom- 
mendations. 


Oil "whitewash" charges of 
disgruntled independents will 
be vigorously fought by 
T NEC in forthcoming pe- 
troleum hearings. If major 
company spokesmen don’t tell complete story they will 
be cross-examined and off-set by government and inde- 
pendent witnesses, so thorough factual study of eco- 
nomics of oil is in prospect. Other industries are con- 
sidering asking similar chance to investigate themselves, 
and T N EC probably will approve since this procedure. 


Business self-regulation proposals keep drifting in to 
T NEC from many quarters, but while some on com- 
mittee are open minded, most members fear these would 
eventually turn into cartels to fix prices. 


FTC nitrate complaint, charging price collusion between 
neutral and synthetic fertilizer ingredient, is viewed in 
trade circles as acme of bureaucratic suspicion and dog- 
matism. Defense is that rivalry is bitter and competi- 
tion is so keen that each outfit must meet the other’s 
prices and terms exactly to stay in business; industry is 
cited as perfect example of operation of competition in 
keeping prices down, but there have long been farmer 
and political complaints of fertilizer prices. 








67 








The Great Asset of Our Gold 


Record Inflow Brings Many Mone- 


tary and Economic Problems 


BY H. M. TREMAINE 


I. mid-March monetary gold stocks in the United 
States reached the record-breaking total of $15,000,000,- 
000. Yet from all indications this was merely another 
milestone in the huge movement of gold toward our 
shores which began in 1934. The United States now holds 
nearly 60 per cent of the world’s known supply of gold 
and the end is not in sight. In the past four weeks more 
than $600,000,000 in gold has been shipped here. 

This marked concentration of such a huge stock of 
gold in a single nation has presented a serious problem, 
with ramifications affecting not only our own national 
economy but world monetary affairs as well. The ques- 
tions which it raises are many. 





co 


former parity. On the latter date gold holdings totaled 
$6,829,000,000 in new dollars, $4,033,000,000 in old dol- | 
lars. Even more impressive are comparisons with earlier | 
years. Gold holdings of all central banks and govern- 

ments of the principal countries of the world at the end | 


Roosevelt revalued the dollar at 59.06 per cent of its | 


of 1913 amounted to a grand total of only $4,070,543,000. | 


By the end of 1918, following the World War, all gold | 
stocks were valued at $6,807,718,000, while at the end 
of 1929 gold reserves of the principal countries stood at 


only $10,166,467,000. Today, the United States alone has | 





some 50 per cent more gold than all the nations of the 
world together did, ten years ago.| 
It will be noted that the great-| 





Are we warranted in feeling a 
sense of monetary security? Does 
our unprecedented supply of gold 


Will gold ever be demonetized? the 


est gains in the gold holdings of} 
United States have been 
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remove any possibility of infla- 
tion? How will gold be redis- 
tributed to restore a more nor- 
mal world balance? When? Will 
“sterilization” again become neces- 
sary? Suppose at some future time 
our proportionate holdings of the 
world’s gold supply reach a point 
where other nations decide to aban- 
don gold entirely as an interna- 
tional measure of value, what then? 


Not as long as there is nothing to 
take its place. Gold is still eagerly 
sought the world over. Attest, the 
avidity with which Germany, an out- 
spoken deplorer of gold, confiscated 
the gold stocks of Austria and Czecho- 
slovakia. Gold remains an accepted 
measure of value and the best means 
of setting international balances. 


scored during the past five and 
a quarter years, or more specif- 
ically, since President Roosevelt 
devalued the dollar and raised the! 
price of gold from $20.67 an ounce} 


to $35 an ounce. It was this act) 


which opened the valves, released) 
the floodgates and _ ultimately! 
turned the flow of gold to this) 
country from a trickle to an un) 
controllable torrent. : 


Will the United States be left hold- 
ing a bag of all but worthless metal, 


movement since 1934, by the Board)” 





acquired at a tremendous cost? To 

some of these questions logical answers are at hand. 
Others must be left for the course of future events to 
decide. 

In each of the several factors responsible for the heavy 
movement of gold to the United States will be found the 
bases which ultimately should supply the answers to 
these questions and pave the way for the restoration of 
gold to its primary function—the settlement of inter- 
national balances. 

Not only does the United States at the present time 
hold more gold than at any time in the nation’s history, 
but more than the maximum ever held by any nation. 
The present total of $15,605,000,000 represents a gain of 
$8,776,000,000 since January 31, 1934, when President 
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of Governors of the Federal Re’ 


serve System, it was disclosed that up to the end of 1938) 
the monetary gold stock in the United States had in} 
creased $7,700,000,000, of which $7,000,000,000 repre| 
sented the flow of gold from abroad. The two principal) 
factors causing this inflow, according to the Federal Re} 
serve, were (1) the flight of holders of various foreigi| 
currencies to the dollar or United States securities an 
(2) payment of excess balances of trade. 

During the five-year period the surplus of merchandi 
exports over imports amounted to $2,100,000,000, pay 
ment for which was made in gold. Foreign capital sen!) 
to the United States in the form of gold totaled $4,200;7 
000,000. Of the latter figure, slightly more than a thir 
represented repatriation of American capital previously 
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In a recent analysis of the gold) 
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held or invested abroad. Something less than one-third 
was accounted for by the foreign purchases of American 
securities, while the balance represented foreign balances, 
or money on demand deposit with banks. It is these 
latter balances, described as “floating money,” because 
they remain subject to sudden shifts, which introduce a 
considerable element of instability into the foreign ex- 
change markets at this time. 

Thus, what has happened during the past five years 
is that foreign nations, and particularly those with the 
largest gold production, have purchased much more mer- 
chandise in the United States than they sold here, and 
settled their bill with gold. Americans have liquidated 
foreign balances and investments, foreign governments 
have repurchased and redeemed securities held in the 
United States and proceeds have been repatriated here 
by the shipment of gold. Foreigners, fearful of war, cur- 
rency instability and recurring political crises, shifted 
their capital to gold and sent it to the United States, 
part of it going into American stocks and bonds, the 
balance being placed on deposit in banks. 


Foreign Purchases of American Securities 


Owing to the large amounts of foreign capital which 
have been invested in American securities, no little con- 
cern has been felt over the possible effect should large 
scale withdrawals of such funds be attempted. The Fed- 
eral Reserve Board concludes that “while this inflow 
has been influenced to an important degree by disturbed 
conditions abroad, only a limited amount now represents 
nervous foreign money ready to leave this country as 
soon as conditions abroad become more stable.” Using 
figures compiled by the Treasury and the Department 
of Commerce and covering the period since 1926, the 
Board points out that while foreigners as a group bought 
securities here during rising markets they have not sold 
on balance during subsequent declines. The Board fur- 
ther concludes that in periods of falling markets as much 
foreign money has been attracted into American securi- 
ties as has been taken out. Nor have foreign investments 
here been concentrated during periods of political strife 
and unsettlement abroad, as has the movement of float- 
ing money. In short, the foreigner has been impressed 
with the investment opportunities offered by American 
securities and so far as can reasonably be seen ahead in 
the present setting there is small chance that our secur- 
itv markets will lose favor. 

The fact, however, that a large part of the gold which 
has been shipped here is in effect being held in trust 





by the United States does not mitigate the basic prob- 
lems created by our large gold supply, nor make the 
ultimate solution any more certain. 

More immediately this problem resolves itself into an 
embarrassment of riches. For one thing the flood of 
gold has greatly complicated the mechanism of mone- 
tary control. It has caused an inflation in high grade 
security prices and thrown capital markets out of bal- 
ance. It has created an unprecedested excess of bank 
reserves and provided the basis for a potential credit 
inflation vastly greater than the credit inflation of the 
late °20’s. Excess reserves recently attained the histori- 
cal peak of $4,000,000,000, a figure which 
would support upward of $30,000,000,000 of 
credit. There is scant chance. however, that 
these reserves would ever be permitted to be- 
come fully effective, but. only partially effee- 
tive, they could give impetus to a boom and 
subsequent collapse which would surpass any- 
thing previously experienced. 

If our huge gold store has opened the way 
for a potential credit inflation, it has elimi- 
nated any likelihood of “greenback” or 
“printing press” inflation. Currency circula- 
tion totals $6,858,000.000 at the present time. 
The United States has sufficient gold to pro- 
vide 100 per cent backing for issued currency 
and still have some $8,700,000.000 in free 
gold. On the basis of a 40 per cent gold re- 
serve, which in the past has been regarded 
as a conservative proportion of gold backing, 
it would be possible to issue some $39,000,- 
000,000 in currency. A large part of the pres- 
ent currency circulation does not carry a 
direct gold reserve but consists of silver cer- 
tificates and coin. 

As to the possibility that the United States 
may evenutally end up with practically all 
of the gold in the world, forcing other nations 
to demonetize gold and leaving our national 
store practically valueless, this appears very 
remote. In the first place there is little like- 
lihood that the United States will acquire all 
the gold in the world. In the second place, 
gold is just as much in demand today as a 
measure of value and for the settlement of 
international balances as it ever was. There 
is no other form of wealth so readily mobile 
or promptly exchangeable for other forms of 
wealth. There is (Please turn to page 100) 
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Miovie Executives Get the Cream 





Leaving Skimmed Milk for Stockholders 


BY ROY L. 


—_ business, they say, is not something to be under- 
stood by the business man. The formula for the section 
centering around IIollywood seems to be varying parts 
of Don Quixote, Alice in Wonderland and Arabian 
Nights, confused by too many players of the Aladdin 
role rubbing their gold-producing lamps. Call it gro- 
tesque, bizarre, fantastic, and the description is accepted 
with a touch of pride, like grandma being called a flirt. 
Accuse Hollywood of a splendid 


ST. JOHN 


Garbo and Crawford come to mind inevitably when | 


big movie salaries are mentioned, but the stars play 


up from the $200,000 class to the more select circle of © 
those earning $300,000 or more the cast narrows to seven- | 


teen, of which four are motion picture players and seven 
are executives in the movie business. Of all the behemoth 
industries in the country, none could secure more than 


one place on the super-colossal / 





sort of extravagance and imprac- 
ticality, and a shrug asks what 
you would expect of the creative 
talents. Yet the men running it 
are quite down to earth in one 
respect. The Alice in Wonder- 
land atmosphere does not inter- 


fere with their collecting salaries mower tiersinenione companies. Working steadily for | 
1 Movies LouisB. Mayer*.. $1,296,503 
and bonuses completely out of ; half a century at $500 a week a 
: ith th f h 2 Movies J. Robert Rubin*.... 651,123 1 Id h M 
proportion wit those of any other 3 Publishing W.R. Hearst........... 500,000 morta cou earn W at r. J 
industry — in any country —at AcRAS Nes Nicholas ANSehenck*... 489,602 Mayer received in the year 1937. 
any time in history. 5 Movies Greta Garbo. 472,602 It is difficult to avoid judging the : 
That is still understatement 6 Radio = Major Bowes... 427,817 others on the list by the leader as | 
until it is made clear where the 7 Business a standard and dismissing them | 
4 <4 f Machines T. J. Watson 419,398 . . 4 . : 
movies stand in our national as inconsiderable in comparison. 
I li f thi | 8 Steel E. G. Grace. . 394,586 N hel eit had . 
economy. ina ist O thirty -t aree 9 Tobacco George W. Hill. 380,976 evertheless, if it ha I not een 
of the largest industries compiled 16 tet “see 370,000 for W. R. Ifearst, motion picture 
from Department of Commerce 11 Movies A.M. Loew*.... 356,074 executives (not stars) would have 
reports of revenues, the Amuse- 12 Movies Joan Crawford... 351,538 had the honor and the indisput- | 
ment division, not movies alone 13 Movies Fredric March. 334,687 able pleasure of scoring a grand | 
but including them, stands in 14 Rubber F. B. Davis..... 322,999 slam, win, place and show, for | 
thirty-first position. Total capi- 15 Movies David Bemstein*. . 320,416 their stable in the salary sweep- 
tal of about two billion dollars ee “eee ----- ee stakes. 
17 Movies  D. O. Selznick... 303,500 


invested in motion pictures is 
less than one-seventh that in the 
petroleum industry, for example, 


Over $300,000 a Year—Eleven 
Out of Seventeen Are 
in the Movies 


(From Treasury reports of 1937 compensation) 


* Executives of Loew’s, Inc. 


salary list except the movies, and 
they are represented by eleven 
names. First place goes to Louis 
B. Mayer who was apparently 
worth more to Loew’s as produc- 
tion executive than any other two 
corporate executives were to their 


Who loses? There are two sides 
to the argument that these tre- 
mendous sums come out of stock- 





and considerably smaller than the 
annual sales volume alone of chemicals or automobiles. 
A recent Treasury report covering all American con- 
cerns shows that 63 persons received compensation of 
$200,000 or more in 1937. Of this number motion pic- 
tures—a speck on the industrial map—paid no less than 
40! Tf that proportion were to hold in the next world 
Olympic games, then Liberia might win two-thirds of 
the events. Or the next eight presidents of the United 
States might come from Rhode Island. 
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holders’ pockets. We see Loew’s 
taking first, second, fourth and two other places on 
the list of largest salaries. We know that its M-G-M 
organization paid 240 persons compensation of $15,000 
or more against 196 for duPont and 167 for the Metro- 
politan Life Insurance Co. Loew’s did a gross business 
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in that year of $122 million, earned $14.4 million. | 
duPont’s gross was $286 million, earnings $88 million. | 
Net income of General Motors was over 50 per cent | 
larger than the gross business transacted by Loew’s, but [ 
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| the average pay for the four top-salaried GM executives 
was about $180,000, less than $120,000 in the case of 
© duPont, almost $700,000 for Loew’s. Loew’s has had an 
» excellent dividend record, yet Mr. Mayer's $1,296,503 
* compensation in 1937 was close to 20 per cent larger 
» than total dividends to common stockholders in the 
fairly good 1934 fiscal year. Reports of testimony in a 
' recent suit against the company bring out the point that 
' including options six officials received a total of $12,819,- 
793 in the four years 1934 to 1937, while common stock- 
‘holders (of whom there are 16,000) received only 
> $21,611,955. 

The one company stands out, partly because it is the 
largest, but the indictment is against the whole industry. 
In few other lines is the use of options as an inducement 
to officers so prevalent. It is claimed with some justice 
that an option on the company’s stock gives an em- 
ployee the strongest kind of incentive to build up its 
' earning power in his own interest. Of course, where 

profit-sharing agreements are in force already, as they 

are in the case of Loew’s, for example, this argument is 

considerably weakened. Possession of an option, more- 

over, is likely to be an inducement to try for quick and 

spectacular results with an eye on the stock market, 

rather than to build for the longer future. Worst of all, 
" the existence of these calls on the stock is a weight on 
| the market and as such a definite harm to the capital 
' value of the bulk of the issue held by investors. Knowing 
that at certain times the potential supply of stock is to 
be increased provided the price is high enough, many 
avoid such an issue in respect for the artificial ceiling 
which is thus imposed. 

Over the last few years 134,848 shares of Loew’s have 
been taken up under the option agreements, plus 44,440 
shares two months ago, with 48,492 still 
to be available. Earlier prices were 30 
and 35 for stock so pledged but the op- 
tion price is now 40, about the current 
market price, and the provision is that 
sales must be at least 15 points above the 
price at which the option is exercised. 
In fairness it must be admitted that each 
of the last several years have seen moves 
in the issue which carried through the 
ceiling threatened by these options, but 
the relationship of market price to divi- 
dends suggests that it has not been 
entirely ignored. 

The compensation listed for the mo- 
guls of the industry is therefore not the 
only recompense for their labors, and 
may at times be overshadowed by the 
value of their calls upon the stock mar- 
ket. On the other hand, these men have 
sometimes to meet expenses of certain 
kinds out of their salaries and they are 
always faced with heavy taxes. Mr. 
Mayer’s $1,296,503 salary and bonus is 
reduced to a paltry $389,000 after paying 
normal and surtax rates to the Federal 
Government, without allowance for any 
other taxes. Over $900,000 is lost to 
both company and employee through 
taxes which penalize the attempt to get 
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to him net compensation less than half that size. In 
order to give him a raise of $100,000 net, after surtaxes 
only, it would be necessary to increase his salary by 
$370,000. 

Another handicap created by six and seven figure 
compensation for officers is in the relationship with rank 
and file employees and with customers. Operators think 
they should be paid $5 more a week, let us say, and 
they are told that the company can’t afford it. What 
answer can be made to them, or to customers who want 
a better break, when the lavish scale of pay among the 
higher-ups is cited? Against this the argument that 
the executives require prestige-building incomes to con- 
trol the stars they must handle is a weak one. 

Motion pictures have become big business in the last 


_ two decades, thoroughly enjoying the adjective “big” 


without much pleasure in the responsibilities of the noun. 
No one can tell the people in the industry what a 
certain man is worth to his company so well as they can 
tell themselves, and many of them recognize the prob- 
lem. Talking to one of the men on the list of seventeen 
highest paid Americans some time ago, before the present 
subject came up, the writer was curious as to his opinion 
of the future of domestic films in face of increasing world 
competition. Admitting our technical and mechanical 
leadership, it still seemed overweening to credit our- 
selves with a permanent (Please turn to page 99) 























Consumption of petroleum products is sions 


eden a 


increasing. Supplies are also on the rise. ; better 


Is This the Time to Buy Oils? 


BY GEORGE 


Tae oil industry is entering its season of heaviest con- 
sumption. All indications at the present time point to a 
new yearly record for the consumption of petroleum 
products in 1939. Competent estimates place current 
gasoline consumption at 4 to 6 per cent higher than in 
1938. Wholesale prices of gasoline in the important 
mid-continent area have recently been advanced. 

From all of which it might appear that the oil com- 
panies this year had better than an even chance to 
reverse the sharp set-back in earnings experienced in 
1938. Unfortunately, however, before these favorable 
factors can be reflected in profits, the oil industry must 
again cope with its chronic problem of overproduction 
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Setting the surface casting into place on a new well in the 


West Montebello field. 
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and excessive supplies. Like hay fever, these ailments by 20 

have been practically a perennial occurrence, cropping) sa 

out at times when the industry’s prospects appeared) go. ov 
healthiest, putting the industry flat on its back, andj acs 

calling for drastic remedial measures. In justice, how-) 4 9¢9 , 

ever, it can be said that the industry in the past has saci 

shown strong recuperative powers under cooperative), barrel 

treatment. é sthe is 
For many years the oil industry has followed a welll that 


defined seasonal pattern. Beginning in November andy aisles 
continuing through the period of restricted consumptio 








» ward 
gasoline inventories were built up. From April on, gaso-7 Wit 
line inventories declined. Since 1934, however, the advent? produ 

of autumn has invariably seen gasoline inven-F },, qe 
tories higher than in the preceding year, with root; 
the result that each subsequent spring, until F suppl 
this year, has brought new peak levels in total) upon 
supplies. On April 1, 1938, gasoline stocks) Fan 


reached an all-time high, totaling 02,590,089 The 
barrels. Despite the fact that gasoline con) 44; , 
sumption last year increased less than 1 per 


cent, and actually declined during the nor = . 
mally active summer months, gasoline stock the ¢ 
by November 1 were 275,000 barrels lowery ainoks 
than at the same time a year earlier. On) jog 


April 1 of this year, inventories were neatly) sje , 
5,000,000 barrels less than a year ago. © able i 

Total stocks of refinable crude oil early 1) costs. 
April totaled 275,774,000 barrels, a figure) produ 
nearly 32,000,000 barrels lower than at the? which 
same time last year, while in September, 1937) prove 
total crude supplies amounted to 311,000,000) to m 
barrels, the highest level reached since NoF profit 
vember, 1929. On 

The only significant increase in current ir) the o 
ventories was shown in stocks of gas ol!” the ¢ 
distillates and fuel oil, inventories of which) of ne 
stood at 127,893,000 barrels on April 1, oF drillir 
some 5,800,000 barrels higher than a year ag) quan’ 
But in a single month between March 1 ani B absor 
April 1, aided by abnormal seasonal demand by th 
for fuel oil, supplies of gas and fuel o de) the f 





clined nearly 3,200,000 barrels. > prices 
On the whole, therefore, the statistical pic) toll i 
ture presented by the oil industry on April! By 


was fairly reassuring. It is necessary to bea) crud, 
in mind, however, that on numerous occ#) duct, 
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sions in the past the oil industry has suffered a sud- 
‘den and marked reversal of form, sometimes for the 
better, sometimes for the worse. Invariably, the sudden 
) changes for the worse have been caused by inability of 
’ the industry to maintain the necessary equilibrium be- 
' tween production, refining and marketing. Hence, any 
) prediction as to the industry’s prospects at any particu- 
lar time, based on the indicated statistical position, may 
‘fall considerably short of its mark. 
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Statistical Position Weakens 


f Knowing this, it is rather disconcerting to observe 
¢ the unfavorable turn of events since the more promising 
> implications of the April 1 figures. In the week ended 
April 15, runs of crude oil to refineries increased 185,000 
» barrels daily to 3,330,000 barrels, regarded as too much 






we. 2 by 200,000 barrels. As a result inventories rose 458,000 
te 3 barrels. Again in the April 22 week, gasoline stocks rose 
: . a j ~ 698,000 barrels, although refinery operations were slightly 


> how. lower and average daily crude runs to stills declined to 
a has i 3,280,000 barrels. Crude oil production likewise has been 

«| gaining, average daily output amounting to 3,526,700 
eratvels barrels in the April 22 week, a figure almost 100,000 bar- 


rels in excess of the estimated daily requirements at 
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ser andi that time. Reflecting reduced heating consumption, 
. | stocks of gas and fuel oil have reversed the recent down- 

mplee ward trend and are again increasing. 

ss tie _ With production of crude oil and stocks of refined 

an ve | products rising at a season when they should normally 

> wil » be declining, it is only too obvious that prompt and 

ar, 


‘ie effective curtailment steps must be taken. If not, and 
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5 : all supplies are permitted to become unwieldy, the pressure 
Oo i . . . eke 

in toll upon the price structure will be irresistible, and the 





economic basis. Conservation measures have been 
enacted by oil-producing states and Federal statutes 
such as the Connally Act and the Interstate Oil Com- 
pact have rendered considerable assistance m the inter- 
ests of proration. Excise taxes on both crude oil and 
petroleum have likewise been effective in controlling 
supplies. The U.S. Bureau of Mines prepares and issues 
advisory production quotas. 

In this chain of control measures, however, there are 
two serious weaknesses. First, not all of the important 
oil producing states are members of the Interstate Oil 
Compact. Second, no effective control of crude runs to 
stills is provided. 

Originally, there were four states which were a party 
to the compact—Texas, Oklahoma, Kansas and New 
Mexico. Subsequently, Illinois joined. Illinois’ legisla- 
ture, however, has steadfastly refused to enact any oil 
conservation measures or regulatory statutes, and oil 
interests there have demanded unrestricted production 
because of close proximity of the rich Chicago markets. 
Louisiana has tentatively indicated a willingness to join 
the compact and adhere to any reasonable efforts to 
stabilize production. Arkansas has a Conservation Act 
and probably would have joined the compact had not a 
political filibuster intervened at the last session of the 
legislature. Michigan at last reports was indifferent, 
while California, the largest oil-producing state which is 
not a member, takes the stand that it does not compete 
actively with the mid-continent states which comprise 
the compact. 

The Interstate Oil Compact expires by limitation on 
September 1, next, unless the necessary legislation is 
enacted to extend its life. Further extension is vital to 
the stability of the oil industry and, equally vital, is 
adequate cooperation on the part of the principal oil- 
producing states. Although something is to be said in 
favor of the stand taken by California, failure of other 
states in the mid-continent area to enact and adhere to 
economic conservation measures will inevitably lead to 
a serious condition. Texas has (Please turn to page 102) 





Pegs industry can ill afford lower prices at the present time. 
eunae i The lower crude prices placed in effect last October 
ne col still prevail, and the recent advance in wholesale gaso- 
n 1 pel! jine prices would probably prove short-lived if supplies 
he nor © get out of hand. In terms of earnings, particularly in 
> stocks ' the case of the large integrated oil companies, lower 
s lower ' gasoline prices at this time would be 

eo. | ' most unfortunate because both whole- 


sale and retail. prices are still unprofit- 


0. able in relation to crude prices and other 
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St. Joseph Leads in Lead Production 


Has Enviable Record in 


Earnings and Dividends 


BY RUSSELL CROSS 


mining is a notoriously volatile industry. Its 
prospects at any given time are quite likely to be com- 
plicated not only by the usual supply-demand factors 
but by other conditions such as tariffs, foreign and 
domestic prices and a foreign lead cartel, as well. The 
resulting impact of these factors upon the earnings of 
lead producing companies can be extremely pronounced, 
‘ausing profits to fluctuate widely from year to year. 

It would hardly be supposed, therefore, that the 
leading domestic lead producer could boast a record 
of earnings and dividend payments which stacks up 
very favorably with that of many other companies 
identified with more stable industries. Such, however, 
has been the record of St. Joseph Lead. Over the past 
ten years this company has paid nearly $25,000,000 to 
common stockholders. The year 1932 was the only 
one in which the company had a loss, while 1933 was 
the only year in which no dividends were paid. That 
was the first time in forty-five years the company was 
compelled to pass a dividend. During the sixty-five 
years of its existence, the company has paid _stock- 
holders nearly $90,000,000 in dividends; has spent since 
1914 nearly $45,000,000 for additions and improve- 
ments. Scant wonder then that the company, its 
management, and its stock commands considerable in- 
vestment respect. 

The simple statement that St. Joseph lead is the 
largest domestic producer of lead aptly describes the 
company’s industrial position. Most of the leading 
producers of non-ferrous metals also include in their out- 
put lead, zinc, copper, gold and silver. In recent years 
various new ventures of St. Joe have added zinc, cad- 
mium and gold and silver to its output but in quantities 
still so relatively small that the company essentially 
remains what it always has been—a producer of lead. 

All but a small portion of the company’s lead pro- 
duction is mined in the Missouri Lead Belt, where St. 
Joe owns virtually all of the active mines. This area 
is one of the most prolific sources of lead in the world 
with a productive capacity exceeded only by lead mines 
in British Columbia and Australia. Although lead ore 
yielded by the Missouri Belt mines is low grade, averag- 
ing about 314 per cent lead as compared with 10 per 


cent in the Coeur d’Alene lead district in Idaho, and 
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zinc and silver content is too small to be worthwhile, 
these disadvantages are largely nullified by other fac- 
tors. 

For one thing, the company’s lead has a high degree 
of purity, permitting the production of a premium prod- 
uct known to the trade as St. Joe Chemical Lead. Used 
in the manufacture of cable sheathing, acid tanks and 
foil brass, chemical lead commands a price of $1 more 
a ton than ordinary lead. 

For another thing St. Joseph Lead has a vitally impor- 


tant competitive advantage. The location of the com- | 
pany’s mines in relation to New York and Chicago, the | 


two largest consuming centers, results in an important 
freight differential, the properties of other leading lead 
producers being some distance away from these markets. 
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Thus what other companies gain 
through their higher grade ore is 
largely offset by the greater expense 
of getting it to market. 

The extent of St. Joe’s ore re- 
serves are unknown. No estimates 
have ever been made. The com- 
pany’s management, however, is 
quite certain that they are large. It 
is the company’s policy to drill only 
four years ahead, enabling it to hold 
development costs to within $400,- 
000 to $500,000 annually, and prop- 
erties which some time ago were 
fully depleted are still yielding sub- 
stantial tonnage. 

For some years it had been the 
policy of the company to lean over 
backwards in the matter of deple- 
tion. As a result, by the beginning 
of 1935, properties carried on the 
books at the appraisal figures made 
in 1913 were entirely depleted, al- 
though they were still pouring out 
quantities of ore, and reserves had 
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been appreciably extended. Prop- The second largest use for lead is for the hundreds of thousands of miles of lead-covered 


erties which had been acquired in 
the meantime were also, as far as the books were con- 
cerned, nearly two-thirds “depleted.” Beginning Janu- 
ary 1, 1935, the basis of determining depletion was 
changed by dividing the undepleted book value by the 
estimated tonnage of ores in the mines and applying the 
unit value thus determined to the tonnage sold. The net 
result was a sizable reduction in the annual depletion 
charge, and a corresponding addition to earnings. Dur- 
ing the past ten years and prior to 1935 provision for 
depletion ranged from $2,566,469 to $1.461,310 annually; 
since then depletion has not been higher than about 
$591,000, and last year it was $309,601. 

Virtually without a peer as a producer of lead, St. Joe 
has also been conspicuously successful in coping with 
the various conditions which have arisen at one time or 
another to complicate the marketing of lead. Market- 
ing, of course, is a matter of supply, demand and prices, 
each being responsive and linked to the other. In actual 
practice, however, the business of selling lead doesn’t 
always work out as simply as that. 

The constant interplay between London prices, and 
prices set by customs smelters and domestic producers 
gives to lead a much greater degree of market volatility 
than might be supposed. Lead is protected by a tariff 
of 114 cents a pound, which is the normal differential be- 
tween London and New York prices. Trading in spot 
lead and lead futures in London is much more active 
than in New York and for this reason London prices 
exert considerable influence in New York, where trading 
in futures is light and the price is set by a handful of 
producers and customs smelters. 

It was the speculative boom in London prices in 1936- 
37 that enabled domestic producers and customs smelters 
to reduce to a more normal size the burdensome stocks 
of refined lead which had piled up during depression. 
Before this boom collapsed of its own weight early in 
April, 1937, lead prices in London crossed New York 
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cables used in our communications systems, both underground and overhead. 


prices for only the third time in nearly a century, while 
New York prices at 7.80 cents a pound were the highest 
since 1929. Domestic stocks of refined lead which were 
in excess of 231,000 tons at the middle of 1936 were cut 
to less than 166,000 tons at the end of May, 1937. Not 
only had St. Joe lead reduced its inventory 20,000 tons. 
but it sold 35,000 tons out of production and netted itself 
a handsome profit. When the collapse came, it was the 
leadership of St. Joe in drastically cutting prices from 7 
to 6 cents a pound which brought some semblance of 
stability to domestic markets which had developed in a 
wild scramble of consumers to obtain their requirements. 

As a result of this profitable liquidation of inventory 
coupled with a larger volume of industrial consumption 
of both lead and zine, St. Joe in 1937 showed far and 
away the largest profits since the historical year of 1929. 
Net of $7,553,987 was equal to $3.86 a share for the capi- 
tal stock, before depletion. Depletion allowance was 
equal to 22 cents a share. Total sales in 1937 of nearly 
$33,000,000 were $10,000,000 larger than in 1936. In 
dividends stockholders received a total of $2.50 a share, 
$1.50 more than they got in 1936. 

In view of the extraordinary conditions which con- 
tributed to the company’s 1937 showing, earnings in 
that year cannot be accepted as a reliable measure of 
the company’s possibilities under more normal condi- 
tions. For that matter neither can 1938, which was a 
poor year in the first half and a fairly good year in the 
final six months. Of its own production last year St. Joe 
sold 97,865 tons of lead as compared with 160,091 tons 
in 1937. Sales augmented by 50,782 tons of purchased 
lead, totaled 148,647 tons. All sales realized $19,646,827. 
a decline of some $13,000,000 from the previous year. 
Net income, after depletion, totaled $1,331,256, and was 
equal to 68 cents a share on the outstanding stock. Divi- 
dends aggregating $1 were paid during 1938. 

This year the company should (Please turn to page 101) 
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The Investment Clinie 


—Stock Prices and Interest Rates 


Conducted by J. S. WILLIAMS 


1. theory there ought to be a fairly consistent relation- 
ship between the yield obtainable on sound common 
stocks and the prevailing level of interest rates. In the 
past, bull markets ended with “tight money” conditions 
and with investors liquidating stocks because a more at- 
tractive yield could be had either from*gilt-edged bonds 
or even at times from absolutely secure short term notes 
or loans. 

The most curious distortion of the late phases of the 
great 1924-1929 bull market was that for many months 
before the smash good quality common stocks were 
vielding an average cash dividend return of only ap- 
proximately 2.50 per cent, while the interest rate on 
short term Treasury notes was nearly 5 per cent, the 
rate on four to six months commercial paper was around 
6 per cent, the rate on 60 to 90-day time loans was 8 per 





BEECH-NUT PACKING 


Recent Price: 115 Dividend Rate: $4 and extras 


This is the fourth of special fortnightly investment suggestions 
to those primarily interested in income, safety‘of principal and 
sound invéstment standing. Each subsequent issue of the 
Magazine will contain one such selected issue. 


Beech-Nut Packing is a leading processor of a wide variety 
of staple and specialty food products, advertised and sold 
on a quality appeal. In addition, the company is one of the 
three leading manufacturers of chewing gum and a line of 
popular price confections. 


Earnings over the past have averaged $5.20 a share. Net 
in 1938 was equal to $5.78 a share, comparing with $6.26 
in 1937. Net in first quarter of 1939 was equal to $1.20 a 
share, the same as shown in the same months last year. 


Dividends over the past ten years have averaged $3.93 a 
share. Payments last year, including extras, totaled $5.50 a 
share. The latest quarterly payment was $1, plus 25 cents 
extra. 


Capitalization consists of 437,524 shares of common and 
45 shares of 7% preferred stock. Financial position is ex- 
cellent, cash items totaling $7,740,696 at the end of 1938 
compared with current liabilities of only $1,378,527. 
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cent, the rate on call loans was 8 to 9 per cent and the rate 
on long term Treasury bonds was 51% per cent. In other 
words, people were paying 8 to 9 per cent interest to 
carry on margin equities yielding 2.50 per cent at a time 
when even short term capital could command a riskless 
return of 5 to 9 per cent. 

Now we have an equally marked distortion on the op- 
posite side. Just as the stock market ignored high 
money rates in 1928-1929, in recent years it has in- 
creasingly ignored the lowest money rates in the history 
of the country. So far as the security markets are con- 


cerned, the most striking effect of six years of New Deal | 
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“cheap money” has been—and continues to be—a rec- | 


ord-breaking bull market confined to obligations of the 


highest grade. At no time have we seen a proportionate | 
“spill over” of investment demand into common stocks | 


as reflected in dividend yield. 

In contrast with the bear market which began in 1929 
—as well as in contrast with all other past bear markets 
—the 1937,1938 bear market began and ended without 
any significant change in the interest rate picture. For 
many months before the market turned down in March. 
1937, there had been no variation in the 1 per cent inter- 


est rate on Stock Exchange call loans, no change in the | 


rate of 0.75 per cent on four to six months commercial 


paper and no change in the 1.25 per cent rate on 60-90 | 


day time loans. The yield on Treasury bonds had for 
some time been pointing slightly downward. 

At the top of the market in March, 1937, a list of 
twelve popular stocks of good quality, selected at ran- 
dom by the writer, showed an average cash dividend 
yield of 4.27 per cent on the basis of 1937 distributions. 
This compared with yield at the same time of about 2.50 
per cent on Treasury bonds and with a return on short 
term funds ranging from 1.25 per cent on 60-90 day time 


loans to a minor fraction of 1 per cent on Treasury notes. | 


The sample stocks chosen for this example are Gen- 
eral Electric, General Motors, Eastman Kodak, Union 
Carbide, American Telephone, Woolworth, General 
Foods, Procter & Gamble, Sears, Roebuck, American 
Tobacco and American Smelting. Individually the 
highest yield was 5.60 per cent on Sears, Roebuck and 
the lowest was 2.88 per cent on Union Carbide. 

The same stocks at their 1929 highs, on the basis of 


1929 cash dividends, gave an average yield of only 2.50 | 
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per cent, the highest individual yield being 4.25 per cent 
on American Tobacco and the lowest 0.51 per cent on 
Procter & Gamble. This 2.50 per cent average 1929 
vield was half the yield obtainable on short term Trea- 
sury notes. 

In retrospect, it is not surprising that most students of 
past financial relationships could scarcely believe their 
eves when a major bear market developed in 1937 out 
of a setting in which good stocks were vielding a return 
notably high in comparison with prevailing interest 
rates. We are not concerned here with the causes of that 
bear market or the signals which hindsight may show to 
have tipped it off. The puzzling question is: Why have 
stock prices ceased to be responsive to the money mar- 
ket factor? 

The general reason seems to be that, regardless of pre- 
vailing interest rates, the average investor regards the 
average common stock as less attractive than formerly. 
Behind this reason there are a variety of other reasons, 
including the following: 

1. The huge available supply of capital funds is main- 
ly in the hands of institutions whose investments are 
legally restricted to bonds and in the hands of 
corporations. Wealthy individuals have far less surplus 
income annually available for reinvestment than former- 
lv, partly due to generally lean times over the past dec- 
ade and partly due to excessive taxes. 

2. High income taxes and capital gains taxes—the 
latter levied not only by the Federal Government but by 
some states—are a powerful deterrent to investment in 
common stocks or in anything else except tax-exempt 
bonds. 

3. On top of the losses taken in the 1929-1952 decline 
in stock prices, investors have seen the stock market be- 
come, during the last two years, more unstable than ever 
hefore—more given to “sudden and unreasonable fluc- 
tuations” in values, that the Securities & Exchange Act of 
1934 was supposed to smooth out, than ever before. 

4. Because of the general financial and economic in- 
stability and the prevailing feeling of financial insecurity, 
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small savings funds tend to go into life insurance or sav- 
ings bank accounts rather than into securities. Even life 
insurance, however, is absorbing a decreasing proportion 
of the national income. 

Of course, the easy money theory can be stretched to 
tenuous extremes in generalized application to the stock 
market as a whole. Whether prevailing interest rates 
are high or low should make no difference in the ap- 
praisal of a speculative common stock which is paying no 
dividend and is unlikely to pay any. It is not here, 
however, that the striking anomoly exists. Sound stocks 
which have earned and paid dividends in good times and 
bad for a generation or more can be found today yielding 
a secure 5 to 6 per cent, with money rates cheaper than 
ever before known and with yield on best bonds only 
from 2.40 to 3 per cent. 


Stock Groups Resisting Decline 


It is noteworthy that among the various stock groups 
which have displayed better-than-average resistance to 
the general market decline, which began on March 11 
under the pressure of European war scares, those identi- 
fied with consumption goods industries were most promi- 
nent. Included among individual issues in these groups 
were the shares of several leading food companies, 
cigarette manufacturers, soap manufacturers, chain 
stores and retail merchandisers. 

The reasons for the superior market action of -these 
groups are not hard to find. Raw material costs are 
down, profit margins have been widened and public con- 
sumption is being sustained by Government spending 
and larger industrial payrolls. Scattered reports of con- 
sumers’ goods companies covering operations in the first 
quarter show uniformly better earnings. Good earnings 
and a dependable income, virtually assured regardless 
of events in Europe or the course of domestic business, 
have attracted considerable investment buying in these 
groups, and which apparently has acted as an effective 
shock absorber marketwise. 
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As the Trader Sees Today’s Market 


What Makes Thin Markets Thin? 


BY FREDERICK K. DODGE 


= that the stock market is lamentably thin and 
that this condition is a dangerous one for investors and 
traders alike continues to pile up with each swing of 
prices. Small turnover alone does not indicate a thin 
market, for there have been frequent occasions in the 
past when trading fell off to little or nothing yet with 
prices on dead center potential buyers and sellers were 
waiting for a cue from business or politics. On such oc- 
sasions any radical drop in the price level always found 
substantial bids beneath the market, or a rally met large 
offerings, so that breadth became apparent immediately 
after any sort of move began. 

Today there are well-known stocks which may not 
sell for several hours while a war threat becomes known, 
breaks the market, and is dissipated by some reassuring 
development. If at that time the owner of a thousand 
shares of the issue had wanted cash in its place, though, 
he might have been either helpless or severely penalized 
according to the descent necessary to bring in bids. 
Certainly his freedom of action and the liquidity which 
is a valued characteristic of Big Board investments are 
seriously jeopardized by markets as thin as recent ones. 

The latest example is always the most pertinent, but 
the facts get their full significance only when contrasted 
with their background. The series of charts running 
across the bottoms of these pages trace the increasing 
thinness of the market through major slumps from six- 


teen years ago to last month. Each period shown com- 
prises 64 trading sessions, charting the price declines 
in terms of the starting level. A fall from 200 to 150 is 
one of 25 per cent, leaving the averages at 75 per cent 
of their former level. Volume is charted in relation to 
the number of shares listed on the Exchange at the 
time and is cumulative, so that the final figure for any 
period indicates the percentage of listed shares which 
has been traded during the previous 64 sessions. Until 
the autumn of 1929, volume on the breaks tended to 
rise, as was natural with wider public participation in 
the market. Beginning with 1934, however, slumps of 
varying magnitude have all been on fewer transactions 
and the weakness is apparently progressive. 

Beneath each chart is a ratio of price changes to rela- 
tive volume. This is determined by adding the day to 
day fluctuations in the price line (which is a percentage 
of the actual price level, therefore making the different 
periods comparable) and dividing the result by the vol- 
ume for the whole period in percentage of shares listed. 
The ratios show conclusively that the market has grown 
more volatile, far thinner than in the past, and less valu- 
able for the steady recording of values. 

When it comes to identifying the causes of this trend 
the most conspicuous are the Securities Acts and the 
SEC. Despite all the good it has done, the SEC must 
be saddled with some of the responsibility for narrow- 
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ing the market during its regime; perhaps a thin market 
is a necessary result of strict regulation, perhaps not, 
but the fact is that so far regulation has contributed to 
this condition in no small measure. First of all, of course, 
is the outlawing of pools. Few would argue for a return 
of the old days when most issues had their organized 
sponsors, controlling the course of prices, manipulating 
their pawns to induce the type of public trading desired. 
The big weakness and the danger connected with pool 
manipulation, aside from duping the public, was that 
support for certain issues would be strong up to a cer- 
tain point, when the resources of the pool would give 
out and margin selling would produce chaos. Neverthe- 
less under ordinary conditions the unregretted pool 
made the market a steadier affair, better able to absorb 
transactions of a routine nature. 

Margin regulations have prevented excessive specula- 
tion, but they have also cut down the trading scope of 
the limited amount of capital still active in the market. 
Not only is the individual trader restricted as to the 
size of his commitments in relation to equity, but part- 
ners, floor traders, specialists and other professionals 
who do not expect to be protected from the weakness 
of overtrading come under the same strict rules. Special- 
ists are also under injunction to maintain an orderly 
market, that is to assume certain risks by bucking sud- 
den trends, without freedom to trade as freely or as 
profitably as was once allowed. 

The SEC regulations on “insider” selling have at 
times had a very marked effect. When the market is 
breaking badly and needs support from those best placed 
and most likely to give it, the officers, directors, or large 
holders of individual companies are discouraged from 
coming to the rescue. Any profits they may make on 
stock sold within six months of its purchase are liable 
to be forfeited but their losses are all their own. Only 
after the crisis has obviously passed is buying from such 
sources to be looked for in volume. The moments when 
their steadying influence would be most helpful find them 
aloof, and their attitude is no insignificant factor in per- 
mitting the volatility so apparent today. 

Taxes have become a powerful deterrent to big money 
when it considers the stock market for investment pur- 
poses. The effect of the tax on capital gains is to make 
preservation of principal the main objective of wealthy 


individuals and to make unattractive the risks they once 
took for the sake of capital appreciation. Despite minor 
changes in the law the odds must still be overwhelm- 
ingly favorable to attract large sums of money into the 
market. Perhaps two or three times in a decade prices 
reach points which bring these funds into common stocks 
in a big way, but their activity on both sides of the mar- 
ket year in and year out has been almost eliminated. 
Substantial well-planned buying and selling of this na- 
ture is sorely missed in the wide intermediate swings 
which follow one another in close succession. 

A less measurable deterrent to wealthy traders is the 
possibility that some of their transactions may be in 
issues which subsequently become the subject of investi- 
gation, involving unpleasant publicity even when suspi- 
cion is entirely undeserved. Another factor restricting 
volume is the regulation of short-selling, confining it to 
sales following a rise. The motive here is fine, and the 
result also is commendable in that it prevents bear raid- 
ing, but the undeniable benefits are achieved at the ex- 
pense of both volume and a close market. Regulations 
on short-selling and on margins have had much to do 
with pushing a considerable amount of trading out of 
New York and across to London where conditions are 
more favorable, yet where the effect on New York’s 
prices through arbitrage transactions is likely to be even 
more violent at times. 

Wide confidence in the business and political outlook 
would overcome many of these handicaps by drawing 
public interest to the stock market. Another 1929 when 
anyone could take a flyer on the slimmest sort of shoe- 
string is not to be tolerated, but a year or two of re- 
turning belief in our future would help to restore the 
functions of the market and take the creaks out of its 
workings. Spreads of several points between bids and 
offers in prominent issues would disappear and _ their 
elimination would encourage the taking of more modest 
trading profits, providing fairer prices for investors. Sales 
of large blocks of stock over the counter would no longer 
be necessary. Most important, capital would again be 
encouraged to resume its accustomed flow through the 
stock market into the veins of business, reviving its ag- 
gressiveness, putting men back to work, and producing 
the earnings which are the justification and the chief 
concern of a healthy, broad stock market. 
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War Seares Put Crimp 


In Construction 


BY WARD GATES 


= 1939 is to be a year of economic recovery— 
despite present shocks to business confidence—depends 
in major degree upon a continued upward trend in the 
volume of construction. Over the past nine months the 
motor and steel industries, as well as several other durable 
goods industries, have contributed relatively less to the 
general recovery movement than they accounted for in 
the 1935-1937 period of advance, while building has pro- 
vided greater support to the country’s economic activity 
than at any time in nearly a decade. 

Moreover, at this writing most indexes of industrial 
volume show either some decline or an absence of gain, 
while all available statistics of building volume through 
mid-April make a relatively satisfactory showing. It is 
not surprising that hopes and doubts regarding the gen- 
eral business outlook converge increasingly on the ques- 
tion mark of construction. Can building remain more or 
less immune to the lowering of con- 
fidence reflected in the stock mar- 
ket decline since March? Can build- 
ing continue to outrun the general 
recovery cycle? 

Among even the best qualified ex- 
perts in the building field the writer 
finds a diversity of views. One, 
notably close to the mark in past 
quarterly estimates, sees no signs 
of a slump and holds to the conser- 
vatively optimistic forecasts for the 
half-year and the full year made 
some weeks ago—forecasts of a 1939 
gain of approximately 33 per cent in 
residential contract awards and of 
[5 per cent in non-residential awards. 
Another believes any forecast for the 
rest of the year would be a futile 
guess in the present disturbed at- 
mosphere. A third holds that build- 
ing cannot possibly be immune to 
serious stock market reaction, to 
general business and investment hes- 
itation and to recurrent European 
war alarms—hence that building 
awards will decline promptly unless 
foreign and domestic developments 


Le 
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are of such nature as to permit a resumption of the 
general recovery in the very near future. 

Even allowing for a certain amount of unreasoned and 
forced liquidation in a frightened stock market, it would 
be foolish to ignore the fact that the March-April decline 
in securities of companies identified with building con- 
formed much more closely with the second and third ex- 
pert views cited in the preceding paragraph than with 
the first and more optimistic view. 

One need not be a building expert to know that the 
erection of a new residence or store or factory or office 
building or any other non-public structure represents a 
private long term investment of major importance to 
the individual or corporation putting up or borrowing 
the necessary funds. In the case of a residence, it is the 
biggest financial commitment the average home-owner 
makes in his lifetime. Common sense tells us, therefore, 
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that new building awards will inevitably and 
necessarily be affected adversely by the gen- 
eral deflation of investment confidence now 


THE TREND IN BUILDING 





evident, and that the adverse effects will 
endure as long as world-wide politico-eco- 
nomic skies remain as overcast as they pres- 
ently are. Only government-financed build- 
ing and a certain amount of semi-public 
building—such as a portion of educational 
construetion—can ever be immune to the 
general factors influencing private long term 
investment. 

Any realistic appraisal of current and 
prospective trends of construction as a busi- 
ness factor must distinguish between new or- 
ders—that is, new contract awards—and the 
backlog of orders on hand as a result of 
previous awards and any such appraisal 
must also make careful allowance for purely 
seasonal influences which are of especial im- 
portance in accurate interpretation of resi- 
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dential building statistics. In all too much 
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published building “analysis” recent month- 
ly gains in dollar volume of residential 
awards are grossly exaggerated. 

As a matter of fact, with proper allowance for the sea- 
sonal factors, residential building awards reached their 
highest recovery level to date in the fourth quarter of 
last vear and flattened out during the first three months 
of this year just a trifle under the fourth quarter average 
—with a better than even chance that final April figures 
will show somewhat additional reaction. The March 
gain over February was 59 per cent, but a year ago the 
March gain over February was about 100 per cent and 
over a long period of years the average March gain 
has been around 58 per cent. 

As measured by the Federal Reserve Board’s seasonal- 
lv adjusted index of residential awards, the low of the 
1937-1938 decline was reached in January, 1938, at 26 
per cent of the 1923-1925 average. By June the index 
had recovered to 42 and by September to 56. The figure 
was 57 for October, 56 for November and 57 for Decem- 
ber. January brought a dip to 55, with the same level 
maintained in February—last month for which the of- 
ficial index number is available. The March gain was so 
slightly in excess of seasonal that it could not have done 
more than maintain a first quarter index average around 
55. Including April awards, an average of 54-55 for the 
first four months of this year would be relatively good 
but would compare with 56-57 for the last four months 
of 1938. At best, this would represent a temporary flat- 
tening out of the revival in home building. More likely, 
unless there is early change for the better in the over-all 
politico-economic picture, it is prelude to some interval 
of decline in awards. 

Applying seasonal adjustments to the total volume of 
huilding awards is pretty much a waste of time under 
present conditions for the reason that public works 
awards constitute the most dynamic factor of change in 
the aggregate statistics of contracts let and there is no 
seasonal factor in political spending. The fact is that 
dollar volume of public awards was enormously swollen 
during the last five months of 1938 as a result of the 
New Deal’s second pump priming program, and since 
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the peak awards of December the trend has been down- 
ward and will continue so, despite the slow-moving slum 
clearance program, unless a new P W A program is 
adopted. The latter is a possibility but more as a some- 
what curtailed substitute for the W P A type of relief 
than as a new venture in pump priming. Meanwhile 
public works awards so far this year are running approxi- 
mately 35 per cent under the average of the fourth quar- 
ter of last year. 

The picture we have sketched up to this point has to 
do with the trend of building rather than the level of 
building. The level is gratifyingly high in comparison 
with any construction volume we have hitherto had dur- 
ing the six vears of the New Deal—but is still quite low 
in comparisen with the volume of the “Twenties. 

Again using the Reserve Board’s adjusted index of 
residential awards (1923-1925 — 100), indicated level of 
approximately 55 for the four months ending April 30 is, 
roughly, 22 per cent higher than the best consecutive 
four months of either 1936 or 1937. 

Total building awards for the entire country during 
the four months ending April 30 may be estimated at 
around $1,200,000,000, as compared with approximately 
$875,000,000 in the corresponding period of 1938 and 
with approximately $1,075,000,000 for the same months 
of 1937. More than half of the total so far this year is 
in the field of publicly-financed awards. 

At present the direction of publicly-financed awards 
is more sharply downward than private awards, as was 
indicated at the start of the year. Under recovery con- 
ditions we could expect that the percentage of total 1939 
building awards resting on governmental spending would 
be substantially less than it was last year, but we do not 
have favorable recovery conditions at present. Unless 
the present indicated set-back in general business is ar- 
rested, we face over the next several months a down- 
ward direction for both public and private awards, with 
the latter decline picking up momentum. 

The backlog of construction orders outstanding at any 
one time—perhaps more perti- (Please turn to page 100) 








Good Management Counts 


Sutherland Paper Makes Good Profits and 
Pays Steady Dividends 


BY H. M. 


icin MANAGEMENT is not easily definable. But most 
would agree that it involves a proper balance between 
the qualities of conservatism and progressiveness and 
that it is usually accompanied by sound long term 
growth, dependable earning power and generous cash 
returns to stockholders. Measured against these criteria, 
Sutherland Paper is a well managed company. 
Sutherland is not as closely tied up with the paper 
industry as its name would imply. Its original corporate 
title—Sanitary Carton Company—under which it began 
business twenty-two years ago, comes closer to describ- 
ing its activities though these have been greatly multi- 
plied over the past two decades. For Sutherland, while 
still a small company as modern corporations go, has 
grown from a pee-wee one-product concern (butter car- 
tons) to the largest domestic manufacturer of paraffined 
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cartons for all types of dairy products, folding cartons 
for miscellaneous packaging and display purposes, paper 


plates and cups, wire-handled paper pails for oysters and | 


other foodstuffs, meat containers, paper cans and numer- 
ous related lines. 

But a mere recitation of the company’s products 
misses the point. What is more important is the progres- 
sive research policy behind them—a policy of new prod- 
uct development aimed at increasing diversification of 
sales outlets. Take, for example, the company’s paper 


container for oil, introduced a few years ago. Sales prog- | 





ress has been gradual for taking business away from the | 
big can companies is no small feat and Sutherland has | 


chosen to proceed cautiously along experimental lines, 
confining its marketing efforts thus far mainly to its 
home territory around Kalamazoo, Michigan. Results 
have been encouraging, however, and since the paper 
container can reputedly be made in quantity to sell at 
less than the cost of the tin product, its potentialities in 
a market that uses around 600 million oil containers 
annually are apparent. 

New markets are only part of the story. Equally im- 


portant is the broader exploitation of outlets which | 


already consume a major part of the company’s output. 


The dairy, meat packing and baking trades, for example, | 


for which Sutherland has developed within the last year 
or two such items as air-tight boxes, grease-proof trays, 
paper plates on which pies can be baked, etc. New spe- 
cialties of this sort which are almost continually being 
introduced figure importantly in the trend of sales and 


earnings since they generally supplement rather than | 


replace existing products in the company’s line. 
Of course, in this connection, technology and econom- 
ics are strongly in Sutherland’s favor. Wood is steadily 


losing out to paperboard as a packaging material. The | 


same is true of tinplate (in the oil industry) and glass | 


(for dairy products). And small wonder, for paperboard 
packaging costs less, is not so bulky when carried in 
stock and generally offers more attractive display possi- 


bilities. The company’s exploitation of these factors is | 


what we mean when we talk about management progres- 
siveness. But, as noted earlier, conservatism has a place 


matters —and Sutherland’s balance sheet presents as 
conservative a picture as you could wish for. 
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Capital structure is simple, there 
being no funded debt or preferred 
stock outstanding. Sole claim to 
earnings is represented by 287,000 
shares of $10 par common stock. 
Treasury position at the end of 1938 
was characteristically strong, cash 


total current assets amounting to 


balance sheet, items comprising net 
worth — capital and surplus — ac- 


ties; and net worth is a pretty nice 
kind of liability as liabilities go. As 
to the asset side, nearly half of the 


patents are carried at $1 while 53 
per cent of the gross valuation of 
plant and equipment has _ been 
charged off to depreciation. All of 
which would suggest that the man- 
agement is as conservative as to 
finances as it is progressive in the 
matter of product development. 
That these qualities have paid off 
in cold cash to stockholders is ap- 
parent from the company’s operat- 
ing and dividend record over an extended period of years. 

In only one year of the depression-ridden thirties has 
Sutherland lost money. And even that loss, amounting 
to three cents a share in 1932, was so small as to be 
almost negligible. But what is more interesting, as it 
is contrary to the experience of all but a handful of other 
listed industrial concerns, is that since 1935 sales and 
profits have consistently bettered the peak levels of the 
late "twenties. Record earnings of 1937 amounted to 
$2.80 per share as compared with a pre-depression top 
of $1.67. An 11 per cent sales decline last year lowered 
net per share to $2.04. Though operating results for the 
first quarter of 1939 were below a year ago—40 cents as 
compared with 68 cents—monthly net income figures 
thus far in 1939 show a steady upward trend and un- 
filled orders are now understood to be larger than at any 
time in the past eighteen months. 


Interesting Yield Available 


Dividends, now being paid at the rate of 40 cents quar- 
terly, have followed earnings except that when oper- 
ations dipped into the red in 1932 there was no corre- 
sponding lapse in payments to shareholders. With 
Sutherland selling around 26, the $1.60 annual dividend 
yields a return of better than 6 per cent. 

The company’s marked upward secular trend of earn- 
ings and dividends is due, of course, to its expanding list 
of new products and markets. The comparative stability 
of operating results through periods of cyclical fluctua- 


tion in general business activity, however, derives largely 


from the fact that the bulk of output goes to consumer 
goods producers. Products are sold direct to such cus- 
tomers as Swift, Armour, Cudahy, Reynolds Tobacco, 
National Dairy, Procter & Gamble, etc., as well as to 


MAY 6, 1939 








* 





Courtesy Sutherland Paper Co. 


Paper cans for motor oils passing through the machine which fastens in metal bottoms. 


some 800 large and small dairies and ice cream manu- 
facturers. The company’s products are also handled by 
leading wholesale paper dealers throughout the country. 

From the evidence reviewed thus far, it is not difficult 
to deduce that Sutherland is sitting pretty. So it is, but 
like any other going business it is not without its prob- 
lems. The price of paperboard is one for, though two- 
thirds of the company’s paperboard production goes into 
its cartons and specialty lines, the remainder is sold out- 
side. And when prices are depressed, as they were last 
year, earnings suffer, though not, of course, to the extent 
of those of paperboard makers all or most of whose out- 
put is sold in unconverted form. Then, too, there is the 
matter of raw materials—old newsprint, mixed papers, 
rag and chemical pulps. Most of these essentials are 
readily obtainable within economic distances of the 
Kalamazoo plant. Sulphite and sulphate pulps, how- 
ever, are imported in quantity from Scandinavia, and 
the disruption of ocean transportation in the event of a 
war might raise something of a problem. Supplies could 
be obtained in this country but at higher prices. 

Also, the company must keep an eye on labor costs 
as these probably account for a somewhat larger portion 
of total value of output than the 16 to 17 per cent aver- 
age for manufacturing industry at large. No breakdown 
of production costs is available, but a comparison of 
personnel and gross revenue figures would suggest that 
payrolls probably take at least 20 cents of every sales 
dollar. Paperboard manufacture and printing operations 
are pretty well mechanized but considerable manual 
labor goes into other operations. Industrial relations, 
however, are understood to be on a satisfactory basis. 
In a recent interview, the company’s president expressed 
the opinion that “higher wages are here to stay” and 
indicated that Sutherland had (Please turn to page 99) 
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Comparative Steel Earnings 


It is well known, of course, that 
when only mediocre conditions pre- 
vail in the industry, the light steel 
manufacturers generally appear to 
advantage over the heavy produc- 
ers. The first quarter of 1939, when 
operations averaged only about 54% 
of capacity, provided a case in point. 
Of the principal light producers, 
only Republic failed to show a bal- 
ance on its common stock, net for 
the period about equalling preferred 
dividend requirements as compared 
with an equity share loss of 65 cents 
a year earlier. Comparative common 
share results for the initial quarters 
of this year and last of other light 
steel makers were as follows: Na- 
tional—profit of $1.10 versus profit 





Triangle Photo. 


For Profit and Income 





of 50 cents; Wheeling—profit of 61 
cents versus loss of $1.80; Inland— 
profit of $1.28 against profit of 58 
cents; American Rolling Mill—profit 
of 10 cents against deficit of 25 
cents. On the other hand, of the 
major units in the heavy category, 
only Bethlehem, aided by its rela- 
tively large stake in shipbuilding, 
succeeded in showing anything to 
speak of on its common, reporting 
17 cents per share as compared with 
a 57 cent deficit in 1938. Youngs- 
town earned the not very impressive 
sum of 7 mills against a loss of 21 
cents a year ago. Results of U. S. 
Steel and Jones & Laughlin. respec- 
tively, were a deficit of 65 cents 
versus deficit of 87 cents, and a 
deficit of $2.44 versus a deficit of 
$3.99. 


Wartime camouflage on one of the Army's Flying Fortresses. 
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Volume of Financing 


Though corporate financing, as 
reflected in reported totals of pub- 
licly offered issues, has been drag- 
ging along at levels far below any- 
thing that could be regarded as nor- 
mal, the picture is not actually as 
black as it seems. For the capital 
market has been undergoing some 
changes in recent years with which 
statistics have not yet caught up. 
In the first place, the total of pri- 
rately placed issues is now relatively 
much more important than hereto- 
fore but tabulation of such issues 1s 
still rather informal. Secondly, there 
is a new form of credit being ex- 
tended by banks—five to ten year 
loans which, while not strictly capi- 
tal “issues,” serve purposes formerly 
met by security flotations and are 
functionally in the same category. 
The upshot is that corporate financ- 
ing recently has been on a consider- 
ably larger scale than is apparent 
from traditional statistical sources. 
The real rub is that too large a part 
of even the actual total represents 
refunding operations rather than 
new money for industry. 


U. S. Aircraft Orders 


Curtiss-Wright, whose first quar- 
ter earnings are estimated at about 
15 cents per common share against 
2 cents-a year ago, walked off with 
the lion’s share of the $19,535,320 of 
aircraft contracts recently placed by 
the Army—$12,872,398 for 400 Cur- 
tiss pursuit planes which, inciden- 


tally, are to be powered with Alli-| 
engines, 


son (General Motors) 
marking the first instance in more 


than a decade where the Govern- 
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cooled engines. Other participants 


‘ Consolidated Aircraft 
© gined bombers—$2,880,000) , Lock- 
| heed (13 interceptors—$2,180,728) , 
© Bell Aircraft (13 interceptors—$1,- 
| 073,445), and Beech (14 photogra- 
| phic planes—$528,749). These fig- 
' ures represent planes only and about 
» 25% should be added for spare 











REET MAY 6, 1939 






in the Government business are 
(8 four-en- 


parts, bringing the total to about 
$24,400,000. It is understood that 
orders totaling about $23,750,000 for 
attack bombers and parts will also 
be placed shortly, leaving approxi- 
mately $18,000,000 for propellers, 
instruments, ete., out of an origin- 
ally available $66,000,000. The War 
Department is expected to ask for 
about $120,000,000 in additional 
funds for next year. 


All Ears 


A further drop in domestic copper 
quotations to 10 cents a pound by 
smelters and 1014 cents by produc- 
ers, combined with strength in ex- 
port prices, recently brought buyers 
into the market in such quantities 
that smelters promptly hiked their 
figure back to 1014 cents and one 


leading producer, Phelps Dodge, 
went to 1014 cents. * * * Pursuant 


to its diversification program, Borg- 
Warner has recently entered the 
aviation parts field. * * * A recent 
survey of 38 typical industrial cor- 
porations indicates that imdustry 
last year worked 16 days for taxes 
and 14 for stockholders. * * * Some 
railroads and steel companies may 
be pinched for fuel if the bituminous 
tie-up continues much longer. * * * 
Paramount Pictures plans a new 
$12,000,000 studio. Commzsn stock- 
holders have received no dividends 
since company’s emergence from re- 
ceivership in 1935. * * * Recent 
Supreme Court decisions upholding 
the “fair value” basis of utility valu- 
ation for rate making purposes is 
considered further evidence of im- 
proving political fortunes of the 
utility companies. * * * Operations 
of Baldwin Locomotive for the 12 
months ended March 31, 1939, re- 
sulted in a common share loss, after 
preferred dividend requirements, of 


;.| $1.53 against a 10 cent profit in the 
» preceding 12 months. However, un- 
‘filled orders, of about $29,528,000 
.|on March 31 last, had more than 
doubled since the turn of the year. 





Developments in Companies Recently Discussed 


First quarter earnings of General Mo- 


tors, amounting to $1.10 per com- 
mon share against 14 cents in the like 
1938 period, were the best since 1929. 
Earlier date of the auto show last fall 
was at least partially responsible. 


Eastman Kodak's sales were up al- 
most 12 per cent from a year ago in 
the first quarter of 1939 and, though 
earnings for the period are not yet 
available, it is probable that at least a 
corresponding gain wes recorded in net 
income. The increase was due entirely 
to better domestic volume. 


President of R. H. Macy & Co. stated 
at the company's recent annual meet- 
ing that, while sales thus far in the 
quarter ending April 30 have been run- 
ning a little under last year, business 
should be sufficiently good during the 
current year to warrant continuation 
of the present 50 cent quarterly divi- 
dend rate. Macy is expected to benefit 
considerably from the Fair. 


Though a lower production rate re- 
sulted in a first quarter operating loss 
for Worthington Pump & Machinery, 
new orders booked since the beginning 
of the year are up 30 per cent from 
the like period of 1938. 


A picture of earnings stability is pre- 
sented in the report of Commonwealth 
& Southern for the twelve months ended 
March 31, 1939. Net per common share, 
after allowance for preferred dividend 
requirements, amounted to 13 cents as 
compared with 14 cents for the preced- 
ing twelve months. 


In line with the experience of most 
other oil companies, Phillips Petroleum's 
March quarter profits were under a 
year ago, amounting to 33 cents a share 
against 52 cents in the like 1938 period. 
Lower average prices for both crude 
and refined products together with 
stricter prorationing of crude produc- 
tion were the factors responsible. 


One of the best first half years in 
the company's history is expected by 
Chairman Wood of Sears, Roebuck. Pro- 
fits for the first twelve weeks of the 
current fiscal year were about double 
those of the first quarter of last year. 
Continuation of this rate of improve- 
ment would mean first half earnings 
approximating the $2.76 per share earned 
in 1937. 


Union Carbide’s first quarter net 
amounted to 58 cents a share as com- 
pared with 47 cents in the like period 
of 1938, reflecting increased activity 


among the company’s principal indus- 
trial customers. 


Earnings of 56 cents a share for the 
initial three months of 1939 against 42 
cents last year were reported by United 
Aircraft. Continued and probably larger 
year to year gains are considered likely 
for some time to come. 


Continued low raw material costs and 
a sustained high level of sales accounted 
for sharply higher first quarter profits of 
Procter & Gamble, per share results 
amounting to $1 as compared with 40 
cents a year ago. 


Though first period net income of Na- 
tional Cash Register, equivalent to 30 
cents a share, were off somewhat from 
last year when 37 cents a share was 
reported, new business has been on ‘the 
upgrade and outlook for the second 
quarter is fairly promising. 


Despite slightly lower dollar sales, 
National Dairy's first quarter earnings 
were nearly triple those of the corre- 
sponding 1938 months, amounting to 27 
cents a share as compared with 91/2 
cents last year. The fluid milk situation 
in New York leaves something to be 
desired, but the company's operations 
are sufficiently diversified as to preclude 
serious impairment of earnings on this 
account. 


Following four unprofitable months in 
the latter part of last year, operations 
of Allis-Chalmers were back in the black 
in the first quarter of 1939 though esti- 
mated net of 35 to 40 cents a share was 
still well below the 79 cents reported 
for the same period a year earlier. 


Victor Chemical, whose 1938 earnings 
topped 1937 levels, continues to show 
improvement in 1939. First quarter re- 
sults amounted to 33 cents a share 
against 22 cents a year ago. 


American Telephone & Telegraph is 
currently earning its $9 dividend, ac- 
cording to President Gifford. Plant ex- 
penditures this year are scheduled at 
$320,000,000, about 10 per cent above 
1938, but no financing is currently con- 
templated. Telephone installations con- 
tinue to gain. 


Aided by an earlier start on produc- 
tion of 1939 models and by ca improv- 
ing competitive position in relation to 
the rest of the industry, Chrysler en- 
joyed the best first quarter in its his- 
tory. Net income amounted to $2.67 
per common share as compared with 
48 cents last year and $2.65 in 1936. 





3 Stoeks for Peace or War 


Issues Suitable for Current Investment 


Selected by THE MAGAZINE 


acini companies, owing to the fundamental charac- 
ter of their business, can be depended upon to conduct 
their business on a profitable basis almost regardless of 
temporary industrial dislocations which might result 
from a European war, or a temporary lag in domestic 
business activity. At the moment the latter appears to 
he the more likely of the two contingencies. Neverthe- 
less, investors seeking the assurance of dependable in- 
come and peace of mind from recurring war threats 
might advantageously examine the inducements of- 
fered by the following selected issues. All of them rep- 
resent companies with a long record of profitable opera- 
tions, uninterrupted dividend payments and _ proven 
ability to cope with various adversities. 


Melville Shoe 


Melville Shoe Corp. operates the world’s largest chain 
of retail shoe stores and is credited with the sale of about 
8 per cent of all shoes purchased in the United States in 
a single year. The company engages in no manufactur- 
ing activities. At the beginning of the current year the 
retailing distributing organization consisted of 677 re- 
tail units, of which there were 641 Thom McAn, 12 John 
Ward, 10 Frank Tod and 14 Thom McAn leased depart- 
ments. The company is literally the “A & P” of the shoe 
business. Emphasizing style and price, the company’s 
Thom McAn units retail men’s and women’s shoes at 
prices averaging slightly over $3 a pair. Prices in the 
John Ward stores range from $5 to $8 a pair. 

In 1938 Melville Shoe sold 10,146,182 pairs of shoes, 
against 10,314,791 pairs in 1937, a decline of 1.6 per cent. 
In addition, the company sold 11,732,154 pairs of hosiery, 
a natural sideline, against 10,943,376 pairs in 1937, a gain 
of better than 8 per cent. The management justly points 
with pride to the fact that the Christmas week of 1938 in 
which 419,858 pairs of shoes and 1,133,617 pairs of hosiery 
were sold, the largest Christmas week in the history of 
the company. 

For the full 1938 year Melville Shoe reported net in- 
come of $1,484,060, as against $1,873,896 in 1937. Net 
represented, after preferred dividends, earnings of $3.59 
a share on 404,722 shares of common stock outstanding, 
as compared with $4.55 per share in 1937. Although the 
company’s earnings in the first half of last year were 
equal to only $1.16 a share, compared with $3.24 in the 
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same period of 1937, in the second half, earnings were 
equal to $2.43, compared with $1.31 per share in 1937, 


As of December 31, last, total current assets amounted | 


to $9,354,421, while current liabilities were $2,602,150, 
or a ratio of 3.6 to one. Cash of nearly $5,000,000 was 
nearly sufficient to cover all current liabilities twice 
over. The company had no funded indebtedness or bank 
loans at the end of the year. 

Stockholders have received dividends since 1916 with- 
out interruption. Last year payments were equivalent 
to $3 a share, whereas in 1936 and 1937 payments of $5 
were made. Thus far in the current year sales have 
been running consistently ahead of 1938 and for the 
twelve weeks ended March 11, the over-all gain 
amounted to 5.8 per cent. The management anticipates 
that sales for the first six months will exceed those for 
the corresponding period a year ago by at least 10 per 
cent. Recently quoted around 48, the shares of Mel- 
ville Shoe are obtainable on a basis to yield slightly 
better than 6 per cent which, on the basis of the com- 
pany’s excellent record of sustained earnings and divi 
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dends, may be regarded as unusually liberal. On the 
whole, therefore, the shares would appear worthy of} 
endorsement as a dependable income producing medium. | 


May Department Stores 


7 


May Department Stores comprises a retail system of| 
six units, located in as many cities—Akron, Baltimore, | 
Cleveland, Denver, Los Angeles and Buffalo. All o| 
these units are typical department stores, carrying | 
wide variety of merchandise, apparel, furnishings, etc. 
Notwithstanding the fact that several of the company’ 
units are located in industrial centers, where sales art! 
likely to be quite sensitive to changes in general busi 
ness activity and employment, the record of earnings 
over an extended period of time compares favorably 
with that of other well managed department store units. 
Although net declined below $1,000,000 in the fiscal yea! 
ended January $1, 1933, the company came through the 


depression without showing a loss and in subsequent 
years earnings have displayed strong  recuperative} 
powers. 


The best showing was made in the fiscal year ended 
January 31, 1937, when net of $5,070,458 was equivalent’ 
to $4.12 a share for the common stock. In the year ended 
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) january 31, 1988, net of $4,917,771 was equal to $3.99 a 


share. In the most recent fiscal period, reflecting prin- 
cipally the sharp falling off in sales in the first six months 


> of 1938, net declined to $3,809,877, or the equivalent of 


' 33.09 a share for the outstanding capital stock. This 
year, aided by better control of costs and with the 
% probability of fairly well sustained public purchasing 
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power, the company is in an excellent position to im- 
prove appreciably on its 1938 showing. 
At the end of last year total current assets, including 
nearly $8,500,000 in cash items, totaled $32,654,818 and 
showed a ratio to current liabilities of 6 to one. Cap- 
italization consists solely of 1,230,396 shares of capital 
stock. At the end of the last fiscal year there was mort- 
gage indebtedness totaling $5,135,600. 
- The company has a record of uninterrupted dividend 
payments extending back more than ten years and last 
year total payments to stockholders were equal to $3 a 
share. In view of the company’s strong financial posi- 
tion, and more promising current prospects, dividends at 
least equal to the 1938 rate appear assured. Recently 
quoted around 46 to yield better than 6 per cent, the 
shares invite favorable consideration both for income 
and moderate price appreciation. 


Wm. Wrigley, Jr. 


Wm. Wrigley, Jr. Co. is credited with producing ap- 
proximately 60 per cent of the world’s output of chew- 
ing gum and is rated among the three foremost factors 
in the domestic field. Manufacturing a popular priced 
confection, aggressively advertised, the company has 
been able to establish its activities on a fairly stable 
Per-share earnings for the common stock have 
averaged $4.10 annually over the past ten years. On its 
outstanding common stock, the company has paid divi- 
dends regularly since 1913. Last year dividends, includ- 
ing a 75-cent extra, totaled $3. 

The company’s principal brands include Spearmint, 
Doublemint, Juicy Fruit and P.K., all of which are 
widely distributed through all manner of retail outlets. 
In addition, slot-machine sales are substantial, account- 
ing for about 4 per cent of the company’s total volume. 
Manufacturing costs are a comparatively small item 
being overshadowed by outlays for advertising which 
have averaged about $5,500,000 annually. 

For the 1938 year, the company reported a net profit 
of $7,653,780, or the equivalent of $3.82 a share on 
2,000,000 shares of capital stock. This compares with 
$8,743,591 or $4.37 a share in 1937. Current assets at 
the close of the year, including $29,465,864 cash and 
marketable securities, totaled $42,798,739, while current 
liabilities were $3,797,018. Capitalization consists solely 
of the outstanding stock. 

Operating results in the initial quarter of the current 
year would appear to foreshadow a substantial improve- 
ment in per-share earnings. Net of $2,193,356 was equi- 
valent to $1.12 a share on the capital stock, contrasting 
with $1,436,823 or 73 cents a share earned in the first 
three months of 1938. Dividends are paid monthly, the 
most recent declaration amounting to 25 cents, plus an 
extra of 25 cents payable on May 1. Recently selling 
around 80, and giving effect to probable extra dividends, 
the shares afford a yield of about 5 per cent. Stable 


basis. 
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Charles Phelps Cushing 


earnings and a dependable income place the shares in a 
semi-investment category. 


American Tobacco Co. 


After losing competitive ground over the past several 
years, sales of American Tobacco’s principal brand— 
Lucky Strike cigarettes—again appear in the ascendancy 
and recent unofficial reports indicate that the company 
is again close to first place among the leading cigarette 
manufacturers. Last year the company’s total sales 
gained nearly $10,500,000, but increased costs prevented 
these gains from being adequately reflected in earnings. 
Net income for the 1938 year of $25,435,643, was equal, 
after preferred dividends to $4.89 a share on the com- 
bined common and class B shares. This compares with 
$26,197,493 in 1937, or the equivalent of $5.03 a share 
on the combined common shares. 

In addition to the well known brand of Lucky Strike 
Cigarettes, American Tobacco Co. ranks as one of the 
leading domestic manufacturers of tobacco products 
including other brands of cigarettes, large and small 
cigars, smoking and chewing tobaccos. Over the past 
two years the company has been actively engaged in 
promoting sales of its Pall Mall brand and recent: reports 
indicate a gratifying increase in the sales of this com- 
paratively new product. 

Despite the fact that the company’s earnings have 
been insufficient to cover the present $5 dividend ox 
the Class B and common stocks, in only one out of the 
past six years, the company’s exceptionally strong finan- 
cial position has justified the maintenance of the $5 rate. 
At the end of 1938, current assets, including about $16,- 
400,000 cash, amounted to $175,191,266, and current 
liabilities, including $28,739,000 bank notes payable, 
were $40,022,243. During 1938, the company’s inven- 
tories and bank loans increased some $28,000,000. It 
was reported, however, that bank loans bear an interest 
rate no higher than 11% per cent. 

The 4,556,177 shares of combined common and Class 
B shares are preceded by 526,997 shares of 6 per cent 
preferred stock. Funded debt totals $19,487,900. 

This year American Tobacco Co. is conducting a 
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vigorous advertising campaign which may do much to 
restore the former competitive position of its leading 
brand of cigarettes. Moreover, for some years there 
have been only brief interruptions in the long-term up- 
ward trend of cigarette consumption. Total production 
of cigarettes in the United States in March established 
a new high for the month, topping the total for the same 
month last year by nearly 4 per cent. Total cigarette 
consumption in the first three months of the current 
year was the largest ever recorded in that period. This 
year, also, the company may be favored by a less bur- 
densome cost ratio. 

Although the fact that the present dividend was not 
earned last year introduces a speculative factor into 
the situation, there would seem to be at least an even 
chance that this rate will be continued. Currently sell- 
ing around 81, the shares appear to possess definite 
inducements among semi-speculative issues. 


J. C. Penney 


The improvement in sales of J. C. Penny Co. which 
first made its appearance last November has, in recent 
months, attained more vigorous proportions. Sales in 
March were up nearly 10 per cent over March, 1938 
and in the first quarter sales registered a net gain of 9 
per cent. Moreover, the fact that wholesale prices have 
declined proportionately more than retail prices sug- 
gests the probability that the company’s normal profit 
margins have been substantially retored. All of which 
would seem to augur favorably for an appreciable gain 
in current earnings. 

Operating a chain of some 1,500 department stores, 
with heavy concentration in rural districts, J. C. Penny 
is one of the country’s leading retail units. The com- 
pany does a strictly cash business and offers a wide va- 
riety of merchandise, including men’s, women’s and 
children’s clothing, dry goods, etc. Although sales for 
1938 of $257,952,945 represented a reduction of 6.3 per 
cent from the record 1937 total, voluine approximated 
that of 1936, the next best sales year in the company’s 
history. Lower sales volume, accompanied by various 


price adjustments, resulted in net income of $13,739,160, 


or the equivalent of $5.40 a share for the common stock, 


comparing with $16,575,164, or $6.52 per share in 1937, } 
On the whole, however, the company’s showing last year | 


may be regarded as quite satisfactory, when considering 
the fact that some earlier months showed decreases of 
as much as 17 per cent in volume. 

At the year-end, the company reported current assets 
of $69,383,796 and current liabilities of $12,804,575. In. 
ventories during the year were reduced from $56,567, 
929 to $49,216,748 and cash increased from $7,371,739, 


at the end of 1937, to $19,938,748. Capitalization con. [ 
sists solely of 2,543,984 shares of common stock on which | 


dividends last year aggregated $4.25 a share. 


Thus far in the current year, dividends have been paid | 
at the rate of 75 cents per share quarterly, and unless | 
extremely adverse business conditions develop, the prob- | 


abilities appear to strongly favor a sufficient increase in 
current profits to justify the expectation of a generous 


extra dividend. Recent levels of around 80 compar | 
with a 1939 high of 88 and a low of 74. In the face of | 


the sharp decline in the market, the company’s shares 
have offered better-than-average resistance and at lower 
levels appear to have attracted well considered invest- 
ment buying. Acquired on an investment basis the shares 
should prove a reliable income-producing vehicle as wel 


as affording an important measure of price appreciation | 


over a reasonable period of time. 


Procter & Gamble 


In the manufacture of soaps, Procter & Gamble is the 
largest factor in the American market — considerably 
darger than its principal competitor, Colgate-Palmolive- 
Peet, and far larger than any of the numerous other 
concerns in the business. The company’s trade names, 
Ivory and Camay, are known to everyone, while it is 


also the owner of other brands with which the public i} 


only slightly less familiar. Equally well known is the 
company’s product Crisco which competes with lard, 


in baking and cooking. A diversified line of products | 


everyday use, a flexible price policy and a judicious ust 
of bookkeeping reserves have played a prominent par! 
in enabling the company to set up an impressive record 
of sales, earnings and dividends. The present company 
and its predecessor have paid dividends on the common 
stock continuously since 1891. Although earnings have 
varied quite widely from year to year, the company ha: 
always managed to make some money. 

The company’s capitalization is a conservative an 
relatively simple one. There are 6,325,087 shares of com- 
mon stock outstanding in the hands of the public, senior 
to which there are 22,500 shares of 8 per cent preferred 
stock and 169,517 shares of 5 per cent preferred stock. 


All of the company’s funded debt was retired in 1934 and)” 
at the end of the last fiscal year—June 30, 1938—there) 
were no bank loans. The company has announced its i0-/ 


tention of retiring 50 per cent of the 5 per cent preferred 


stock on June 15, next, in connection with which no” 


new financing is anticipated. 


The company’s principal raw materials include causti~ 
soda, tallow, and such vegetable oils as are derived from” 
copra and cottonseed. Raw material costs average about |— 


one-third of total production costs, a fact which neces 
sarily makes the company’s earnings particularly sensi 


THE MAGAZINE OF WALL STREE! 





tive 
fisca 
$10, 
$26, 
ting 
effec 
F equa 
317, 
© com 
}) fisca 
to $: 
> unde 
' incre 
costs 
' total 
a sh 
» perio 
share 
Blast, 
show 
Ea 
quar’ 
paid 
mon 
Re 
appre 
the ¢ 
ment 
more 


eaten ee? 7” 
Sn ti ier SE 


Sec 
tissue 
estab 
ness ' 
sales 
pany 
volun 
ever | 
$898 | 
order: 
ductic 
been 
Augu: 
involy 

Th 
tion ¢ 
trade 
comps 
Febru 
| during 
> pany’ 
| first q 
» produ 
’ plant 
| year, 





ther e 














mn stock, 


in 1937, | tive to the rise and fall in commodity prices. In the 1938 


fiscal year, for example, while sales declined about 





ere t $10,00,000, or over 414 per cent, net profits dropped from 
cases 1) $26,800,000 to $15,262,000. After the deduction of con- 
 tingent reserves, etc., totaling $1,823,293, and giving 
nt assets effect to the transfer of $4,000,000 from an inventory 
575. - a equalization fund, net in the 1938 fiscal year totaled 
356.567. ) $17,439,194, or the equivalent of $2.60 a share for the 
37] 739 F common stock, after preferred dividends. In the 1937 
sis ox a fiscal period, earnings on the common stock were equal 
in wii i to $4.07 per share. Subsequent earnings, however, have 
' undergone appreciable improvement, aided not only by 
een paid y increased sales, but lower and stabilized raw material 
2 uel costs. Net in the three months ended March $1, last, 
. % ' totaled $6,586,778 and was equal to approximately $1 
e pro ‘ ; 
weasel * share for the common stock. In the corresponding 
veneiall period of 1938, earnings were equal to only 40 cents a 
compare | share of common. For the nine months ended March 31, 
. face of last, an indicated net profit equal to $2.80 a share was 
+ shee 4 shown, or $1 more than was shown a year ago. 
at boul Earlier this year, in addition to the regular 50-cent 
ya quarterly dividend on the common stock, the company 
h paid a stock dividend of 1/75-share of additional com- 
1e shares 
as wel | 700 stock for each share of common stock. 
hall Recently quoted around 54, the shares are generously 
eciation | : : ; ee 
appraised in relation to probable current earnings. On 
the other hand, the shares have a well defined invest- 
ment background and may justly be included among the 
' more conservative common stock issues. 
le is the 
sderelih Scott Paper Co. 
Imolive Scott Paper Co., engaged in the manufacture of toilet 
is other} tissues and paper towels, has over the past ten years 
"Hames | established a remarkable record of growth both in busi- 
ile It KF ness volume and earnings. Last year the company’s net 
public ¥ sales of $16,149,640 set a new high record for the com- 
1 is the pany and were over 100 per cent larger than the 1929 
th lard} volume. Net earnings in 1938 likewise were the largest 
ducts OF ever shown and the figure of $1,424,951 compared with 
lous US‘! $893,251 reported in the historical 1929 year. Total 
nt par!) orders booked by the company last year exceeded pro- 
e recon! duction for the third successive time. So marked has 
ompany) been the expansion in the company’s business that last 
ommor” August work was started on a plant expansion program 
gs hav involving an estimated outlay of $2,500,000. 
any ha} The company’s products have broad retail distribu- 
tion and are aggressively advertised under well-known 
ive aml! trade names of Scott Tissue and Waldorf. Currently the 
of con company reports that orders booked in January and 
*, Semlo'| February continued at the same high level that obtained 
referrel | during 1988 and were considerably in excess of the com- 
d_ stock. | pany’s ability to produce. It is possible, however, that 
934 and first quarter earnings may reflect charges incident to the 
-—there production delays involved in completing additional 
d its mF plant capacity and its initial operation. For the full 
referrel| year, however, there js ample basis for anticipating fur- 





hich 1!” ther expansion in both the company’s sales and earnings. 
_| In addition to the 598,664 shares of common stock, 
caust( > the company has outstanding 30,000 shares of $4.50 cu- 
ed from § mulative preferred stock, $33,449 equipment purchase 
e about!” contracts and $2,812,000 314 per cent convertible deben- 
tures due 1952. Applied to the common stock and al- 
lowing for preferred dividends, earnings in 1938 were 
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Eight Companies with Strong Earnings 


Background 
1939 
Price Range Recent Divi- Yield 
Issue High Low Price dend % 
May Department Stores......... 52 40%, 46 $3.00 6.5 
American Tobacco “B"......... 893, 751% 31 5.00 6.1 
Melville Shoe............ ; 55%, 46 48 3.00 6.2 
Kroger Grocery. .............. 25 20% 24 1.60 6.6 
Procter & Gamble... .. : 57% 5052 54 2.00 3.7 
Scott Paper........... P 505% 45 46 1.60 3.5 
Dd eer 88 74 80 3.00 3.7 
Wm. Wrigley, Jr............. 8014 75 80 4.00 5.0 





equal to $2.30 a share, comparing with $2.20 a share in 
1937 and $1.67 a share in 1936. Total dividends paid 
last year on the common stock amounted to $1.80 a share 
and thus far in the current year payments have been at 
the rate of 40 cents quarterly. In view, however, of the 
comfortable margin afforded by earnings, which in the 
current year promises to be even larger, the company 
would appear well able to adjust the present dividend 
rate upward, or reward stockholders with a generous ex- 
tra. Although the valuation which the market places on 
the shares, around 46, would appear to be quite gener- 
ous, considerable justification can be found for these 
levels in the outstanding progress the company has shown 
in recent years, even in the face of extremely adverse 
conditions. 


Kroger Grocery & Baking 


Net sales reported by Kroger Grocery & Baking for 
the year ended December 31, 1938, totaled $231,295,621, 
as compared with $248,444,230 and $242,273,498 in 1937 
and 1936, respectively. Particularly significant, how- 
ever, was the ability of the company last vear, despite 
the substantial decline in sales, to show a net profit 
larger than in the years 1937 and 1986. Net last year 
totaled $3,741,569, comparing with $2,950,340 in 1937 
and $3,487,832 in 1936. In achieving a marked im- 
provement in earnings last year, the company not only 
had the benefit of a more balanced cost ratio as it ap- 
plies to overhead charges, but a greater decline in whole- 
sale prices than in retail prices permitted a wider mar- 
gin of profit. 

Net in 1938, after allowing for dividends on the 6 per 
cent and 7 per cent preferred shares, was equivalent to 
$2.05 per share on 1,821,989 shares of common stock. 
Per-share earnings for the common stock in 1937 
amounted to $1.62, and in 1936, $1.91. The year 1938 
marked a significant reversal in the company’s earnings 
which in the four preceding years had shown a decline, 
despite a considerable rise in sales. 

Financial position, at the end of 1938, was entirely 
satisfactory, a factor which in conjunction with the im- 
proved current outlook would seem to remove any 
doubt as to the security of the present $1.60 annual divi- 
dend. Recently quoted around 24, the shares afford a 
better-than-average yield of about 6.5 per cent. 
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The Personal Service Department of THe Magazine or WaALuL Street will 
answer by mail or telegram, a reasonable number of inquiries on any listed securities 
in which you may be interested or on the standing and reliability of your broker. 
This service in conjunction with your subscription should represent thousands of 
dollars in value to you. It is subject only to the following conditions: 


1. Give all necessary facts, but be brief. 


2. Confine your requests to three listed securities. 
3. No inquiry will be answered which does not enclose stamped, self-addressed 


envelope. 


4. If not now a paid subscriber use coupon elsewhere in this issue and send check 
at same time you transmit your inquiry. 


Special rates upon request for those requiring additional service. 





Phelps-Dodge Corp. 


Would you advise me to retain 100 shares 
of Phelps-Dodge bought at 50? As an ez- 
clusively Ameriean copper producer, will this 
company have a price and profit margin ad- 
vantage over its competitors in exploiting the 
American market for copper—for industrial, 
utility and building purposes? Will the com- 
pany benefit from armament orders?—H. J., 
Washington, D. C. 


Although the production rate of 
Phelps-Dodge Corp. was stepped up 
considerably during the latter part 
of 1938, earnings of the concern 
dropped substantially. For the year 
ended December 31, 1938, a profit of 
only 93 cents a share was recorded, 
as against $1.75 per share in the 
like 1937 year. It is estimated that 
profits for the quarter ended March 
31, 1939, were in the neighborhood 
of 42 cents per common share. Given 
any assurance that business in gen- 
eral can throw off the retarding fac- 
tors present, the future of the com- 
pany can be considered as bright. 
Although domestic copper prices 
over the past month have been re- 
duced 114 cents to 10 cents a pound, 
the lower price has brought domes- 
tic quotations more nearly in line 
with foreign markets and may well 
encourage consumers, who have 
been standing aside for some time, 
to reenter the market. A _ simple 
capitalization (5,071,240 shares of 
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common stock which is $25 par plus 
a $20,285,000 314% debenture issue) 
enables the company to pay out the 
larger part of earnings in the form 
of dividends. While it is only na- 
tural to believe that dividends will 
be decreased as earnings lessen, we 
still believe that the yield afforded 
by the issue will continue substan- 
tial in relation to the market price. 
As the company is an American 
producer only, it stands in a good 
position to join in the major portion 
of sales to utilities, contractors and 
industrial concerns. Thus, for the 
individual who is willing to exercise 
patience and ignore intermediate 
fluctuations, the shares of Phelps- 
Dodge appear well situated to afford 
a good return for money invested. 





Air Reduction Co. 


Is the decline in Air Reduction common 
solely a reflection of the general market 
trend? Can increased demand for the com- 
pany’s products be expected from the heavy 
industries? Will armament orders greatly 
increase earnings? I hold 75 shares bought 
at 69% and would like to know its price 
enhancement prospects and whether divi- 
dends are secure?—D. F., Baltimore, Md. 


Operating some 130 plants and 
535 warehouses throughout the 
United States, Air Reduction ranks 
as one of the two largest factors in 


the manufacture and sale of oxygen, 
acetylene and gases, and oxy-acety- 
lene cutting and welding equipment, 
The company is also interested toa 
moderate extent in the manufactur 
and sale of electric arc-welding ma- 
chines, and electric welding rods and 
in the manufacture of carbide. The 
chief income is derived from the sale 
of oxygen and acetylene which find 
wide use in the cutting and welding 
of iron and steel. These products 
find their principal markets in the 
railroad and steel industries. Ait 
Reduction, together with United 
Carbide, supply the bulk of indus 
trial gases used in this country with 
the result that the business is vir 
tually free of destructive competi: 
tive practices and profit margins are 
usually high. Last year, the profit 
margin was over 18% while in 1937 
it rose above 27%. Despite a low 
margin of profit in 1938, net income 
of $1.47 per share of capital stock 
was reasonably satisfactory consi¢- 
ering conditions and compares with 
$2.85 per share in the previous year. 
1938 earnings are based on 2,563,9% 
shares of common stock which repre- 
sents the sole capital structure 
Finances of Air Reduction are u- 
usually strong, the year-end balance 
sheet revealing cash and U. S. Gov- 
ernment securities aggregating $10; 
200,722 while total current liabilities 
totalled only $2,510,727. The use 
of gases is increasing not only in 
fields in which it now enjoys wide 
uses but new applications and mar 
kets are constantly being developed. 
In addition, Air Reduction’s dry- 
ice and carbonic gas divisions have 
been enlarged and give promise o 
providing a higher future percentage 
of income. With apparently excel: 
lent prospects over a period for ex 
pansion in both gross and net i- 
come, a strong trade position and 
ample working capital, Air Reduce: 
tion’s future would appear assured. 
The capital stock, on which a liberal 
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dividend policy is expected to con- 
tinue is obviously an attractive 
equity and retention is advised. 





Commercial Solvents Corp. 


I have 100 shares of Commercial Solvents 
acquired at 18%. How do you estimate the 
price appreciation possibilities of this stock 
now that the company has developed a new 
lacquer and enameling process favorably re- 
garded by the automobile companies—and is 
developing nitro-paraffin, claimed to have 
over 200 potential uses?—B. W., Akron, Ohio. 


Commercial Solvents Corp. was 
able to show profits in only one 
guarterly period last year and that 
was in the third. when 6 cents a 
share was earned. The other three 
produced small deficits, so that full 
year results were equal to a loss of 
11 cents per capital share. Smaller 
volume and heavier expenses and 
inventory charge-offs of nearly 
$900,000 contributed largely to the 
unfavorable comparison of 60 cents 
a share shown for 1937. Although 
the year-end balance sheet revealed 
a high ratio of current assets to cur- 
rent liabilities, the former consisted 
chiefly of inventories and _receiv- 
ables. Cash of $2,684,248 com- 
pared with total current liabilities 
of $1,992,228, the latter including 
bank loans of $1,000,000, although 
there was another $1,000,000 non- 
current bank loan item. Commer- 
cial Solvents is one of the largest 
producers of industrial solvents such 
as butyl alcohol, acetone, methanol 
and ethyl alcohol. These products 
are used extensively in such indus- 
tries as the automobile, rayon, fur- 
niture, paper, rubber, artificial silk 
and in the manufacture of anti- 
freeze liquids. The company also 
produces a large amount of grain 
alcohol for the liquor trade and also 
makes whisky which it sells to dis- 
tributors and rectifiers. Profit mar- 
gins depend principally on the price 
of corn and molasses, the two chief 
raw materials. Both of these were 
down considerably in price last 
year, but since no important rise is 
expected, the company should bene- 
fit from an improved profit margin 
and given any further betterment in 
demand from industrial sources, 
should register a moderate gain in 
earnings this year. However, the 
stock is chiefly interesting for its 
longer range prospects, based in part 
on the possibility of developing new 
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worth-while products, and success 
in expanding sales of those already 
on the market. We feel that there 
is sufficient promise in the situation 
along this line to merit continuation 
of commitments. 





Howe Sound Co. 


Impressed with the excellent dividends and 
earnings records of lowe Sound, I bought 75 
shares at 80 for investment. I have read that 
operations of the Chelan gold mining prop- 
erties are expected to produce $4 per share 
Will this offset any loss of 
revenue resulting from lower copper quota- 
tions? Your counsel will be welcome.—R. W., 
Topeka, Kansas. 


during 1939. 


The most constructive develop- 
ment in the Howe Sound situation 
is the lessening importance of Mex- 
ican operations. In April, 1938, the 
company began production from the 
new Chelan copper-gold property 
and has steadily increased opera- 
tions. Thus, the speculative possi- 
bilities of Howe Sound have been 
increased considerably. If opera- 
tions can be further divorced from 
Mexico the threat of expropriation 
will mean but little in the picture. 
Kor the quarter ended March 31, 
1939, a profit of $1.08 a share was 
shown on the 473,791 shares of $5 
per capital stock. This compares 
with a profit of $1.04 per share 
shown in the initial quarter of 1938. 
It would be a little too dogmatic to 
state that profits of around $4 per 
share will result from the new gold 
mining properties of the company. 
However, earnings should be as sub- 
stantial and sufficiently high enough 
to at least justify a continuation of 
the $3 dividend rate. As produc- 
tion gains are recorded in the Chelan 
mines in Washington, profit margins 
should widen due to lower produc- 
tion costs. As the finances of the 
company are strong, no decrease in 
the dividend rate is anticipated. Na- 
turally, the company would in some 
measure benefit from rearmament 
programs but the majority of profits 
will continue to be gleaned from 
regular industrial revenues. In any 
event, we believe that the longer 
term outlook for Howe is favorable 


and we regard the shares both a 
good investment medium and a sat- 
isfactory speculative venture. 





Simmons Co. 


Is Simmons apt to recover to 35 this year? 
I acquired 150 shares at that price in 1938 
and now wonder whether to continue to hold 
or sell. I recently read of new orders being 
25% to 30% above a year ago and, in view 
of increased residential construction, do you 
expect 1939 earnings will be substantially 
above last year?—H. T., San Francisco, Cal’ 


It is estimated that first quarter 
earnings of 1939 for Simmons Co. 
will closely approximate those of the 
initial quarter of 1938. This per- 
formance is not particularly good 
when it is considered that sales for 
the period were considerably better 
than a year ago. The reason for the 
relatively poor showing is that ex- 
treme competition has sprung forth 
in this industry and costs have risen 
materially. The company is pro- 
tected in some measure against ris- 
ing material costs by the favorable 
inventory position which was ob- 
tained at levels which prevailed some 
time ago. Thus, the longer term 
outlook is for gradual increases in 
profit margins although the retard- 
ing factors mentioned above will 
restrict any sharp growth. Natur- 
allly, the fact that the public is not 
willing to spend substantial amounts 
of money on high priced merchan- 
dise, will naturally further restrict 
earnings. The outlook for the full 
vear, in our estimation, is for a level 
of profits around the $2.88 a share 
shown during 1937. If this is true, 
dividend disbursements during the 
current year should exceed the $1.25 
paid in 1938. To meet competition 
which has arisen in the industry the 
company has concentrated consider- 
able attention in the low priced 
field. While this will enable them 
to maintain their position in the 
industry, it will by no means be a 
way of obtaining large profits. Of 
course, given any sustained uptrend 
in residential construction, sales 
should materially improve. In any 
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Exceptional Profit Possibilities 
in Coming Mark 


UTSTANDING profit opportunities will develop as 
the market stabilizes its position. During the recent 

rally and the 30 point decline which preceded it, our 
analysts have been projecting tested barometers to gauge 


future movements and the basic 
turning point. 


Profit with Forecast 
Counsel 
In this critical situation, when 
judicious action can mean so 
much to your financial welfare, 
we urge that you avail yourself 
of Forecast counsel, We suggest 
that you do so on the same basis 
that you would consult profes- 
sional advice when it is vital that 
you know what to do. 


In the field of security guidance 
and prediction of market trends, 
THE Forecast has established 
an outstanding record ... over a 
period of 21 years . . . with its au- 
thoritative sources of data, unique 
business contacts and widespread 
facilities. Its staff, as a result of 
long and practical experience, 
has advantageously served in- 


vestors and traders in many situations like the present. 
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et Movements .. 


mediate market movements with the object of securing! 
profits to increase your equity. You can also gradually) 
lay the foundation for very substantial profits through 
our Longer Term Recommendations as the next recovery) 


phase gets under way. All com 








A Fourfold Service 


As a Forecast subscriber, you will re- 
ceive the following comprehensive service 
designed to meet your investment and 
business needs: 

1. Security Advisory Service 
Scientifically arranged programs to take 
advantage of short, intermediate and 
major market movements with 
definite advice as to what and when to 
buy and when to sell. 

Telegrams on all recommendations for 
short-term profit . . . as included 
in our Trading Advices, Bargain Indi- 
cator and Unusual Opportunities. 
Consultation by wire and by mail is open 
at all times, 

2. Business Service 

Concise weekly review of current situa- 
tion with latest factors and their effects. 
3. Commodity Service 

Weekly digest of position and forecast of 
leading commodity trends. 

4. Washington Service 


Weekly reports from our correspondents 
in the nation’s capital. 


\. mitments made on our advices) 
are kept under our continuous) 
supervision . . . you are also 
informed when to contract or ex, 
pand your position. 
Unusual Opportunities 
Developing 

Sound common stocks, low and 
moderate in price, form our Un™ 
usual Opportunities Program,” 
The maximum number of stocks 
carried at one time is five. With’ 
$1,000 you can buy 10 shares” 
of all these recommendations on 
an outright basis. Of course, | 
with a larger amount you may_ 
increase your operating unil 
proportionately. You will find) 
the Unusual Opportunities Pro- 
gram especially valuable in the 
a profit-making period ahead. 











Free Service 
to June 15 


Strengthen Your Position 


Through our short-term advices of what and when to 
buy and when to sell, you can take advantage of inter- 


that date, your 


To cooperate with you under 
present conditions, we are glad to 
extend to you our new special offer | 
of free service to June 15. By 
profits through our counsel, should 


more than cover our moderate fee. 
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OPPORTUNITIES 


Private Code after our Code Book has had time to reach you.) 


Low priced Common Stocks for Market Appreciation. Two or three wires a 
month, on average. Maximum of five stocks carried at a time. $1,000 capital 
sufficient to buy, 10 ghares of all recommendations on an outright basis. 


Active Common Stocks for Short Term Profit. Two or three wires a month, ® 


NEW YORK, N. Y. 


I enclose [] $75 to cover a six months’ test subscription [] $125 to cover a full year of The Investment 
and Business Forecast with service starting at once but dating from June 15, 1939. 
that regardless of the telegrams I select, I will receive the complete service by mail. 
FREE Air Mail is desired in the United States and Canada where it expedites delivery of our bulletins. e 


I understand 
(0 Check here if 


(Wires will be sent you in our 


Special 
Turning Point 
Offer 


Your subscription will 
start at once but date 
from June 15 


(C) ‘TRADING 
ADVICES 


on average. Maximum of five stocks carried at a time. $2,000 capital suf- 


ficient to buy 10 shares of all recommendations on an outright basis. We serve only in an advisory 


capacity, handle no funds or 
securities and have no finan- 
cial interest in any issue or 
brokerage house. Our sole 
objective is the growth of 
your capital and income 
through counsel to minimize 
losses and secure profits, 


Dividend-paying Common Stocks for Profit and Income. One or two wires a 
month, on average. Maximum of five stocks carried at a time. $2,000 capital 
sufficient to buy 10 shares of all recommendations on an outright basis. 


.......CAPITAL OR EQUITY AVAILABLE 


(J) BARGAIN 
INDICATOR 


ADDRESS 








Continuous Consultation Service Provided. List Your Securities Now for Our Analysis. 
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CONCLUSIONS 





INDUSTRY—Sharp pick-up will follow 


coal mine reopenings. 








TRADE—Retail trade still holds above 


last year. 








COMMODITIES — Crop scares and 


war reserve buying stabilize raw ma- 
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terial price level. 








MONEY AND CREDIT — Excess re- 
serves and bank deposits at new high. 








New financing due to pick up. 



























































Domestic factors remain largely responsible BUSINESS CREDIT 


for the rather sharp drop in business activity 
reported since our last issue. Indirectly, how- 
ever, the European situation has played a part 
in the slowing down in forward commitments for 
new construction, in its effect on new financ- DEPOSITS 
ing and in the decline in our stock market. The 
principal decline in our index of — is 
traceable to the coal strike, which has hurt 
carloadings and caused scattered closings of 
manufacturing plants to conserve coal reserves; 
but it is a foregone conclusion that the dispute 
will be settled before the coal shortage reaches 
dangerous proportions. When the mines re- 
open there will be a sharp spurt in production 
of coal and other goods to replenish inventories; 
since consumption has not been curtailed ap- 
preciably during the shut-down. We can see 
nothing in either the domestic or foreign situa- 
tion that could cause more than a minor and 
temporary business recession here in the 
absence of over-extension in bank credit, inven- 
tories, or prices for stocks and commodities. 
* * * 


INVESTMENTS 


BILLIONS OF DOLLARS 


Apart from our own coal trouble and the 
political uncertainties abroad, recent business BANK CEBITS | 
news for the most part makes cheerful reading. 
First quarter earnings, owing to larger pro- 
duction and lower unit costs, averaged more 

(Please turn to next page) tIO WEEK RUNNING AVERAGE OF 140 CITIES 
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Business and Industry 





Date 


Latest 
Month 


Last 
Year 


Previous 


Month 


PRESENT POSITION AND OUTLOOK 





——., 





INDUSTRIAL PRODUCTION (a) 


Mar. 


98 


98 19 





ee ee ry 


SEMIS Coils Gs sooo os ccs 
Dumble (S00ds, .......500 005% 
Non-durable Goods........... 
Primary Distribution............ 
Distribution to Consumers....... 
Miscellaneous Services......... 


INDEX eo AND 


Mar. 
Mar. 
Mar. 
Mar. 
Mar. 
Mar. 
Mar. 


83 
80 
67 
90 
76 
94 
81 


75 
69 
46 
83 
72 
86 
78 


83 
80 
69 
88 
76 
93 
719 





WHOLESALE PRICES (h)....... 


Mar. 


76.7 


76.9 





INVENTORIES (n. i. c. b.)...... 
Raw Materials................ 
Semi-Finished Goods.......... 
Finished Goods............... 


Feb. 
Feb. 


101.4(pl) 
111.6(pl) 
109.2(pl) 


101.2 
111.4 
110.0 








COST OF LIVING 


Re or ee en ee 
PRDNNMRE OO, ousteeic circa ae he's he 
PANG WE CAONE 6 sisie cco oc anise 
MIDE. hic atcicanrac’s stirs 5. 
Purchasing value of dollar....... 


Mar. 
Mar. 
Mar. 
Mar. 
Mar. 
Mar. 
Mar. 


84.9 
78.0 
86.1 
72.3 
85.8 
96.7 
117.8 


85.1 
78.4 
86.1 
72.4 
86.9 
96.7 
117.1 





NATIONAL INCOME (cm)j.... 


Mar. 


$5,505 


$5,093 





CASH FARM INCOMEt 
Farm Marketing............... 
Including Gov't Payments....... 
Total, First 3 Months........... 
Prices Received by Farmers (ee).. 
Prices Paid by Farmers (ee)..... 
Ratio: Prices Received to Prices 


Go) OSS Tr eee 


Mar. 
Mar. 
Mar. 
Mar. 


Mar. 


$487 
582 
1,687 
91 
120 


76 


$430 


96 


wars 





FACTORY EMPLOYMENT (f) 
Durable Goods............... 
Non-durable goods............ 


Mar. 


79.0 
95.4 





FACTORY PAYROLLS (f)..... 
(not adjusted) 


Mar. 


wae 





RETAIL TRADE 
Department Store Sales (f)...... 
Chain Store Sales (g)........... 
Variety Store Sales (g)......... 
Rural Retai! Sales (j)........... 
Retail Prices (s) as of........... 


Mar. 
Mar. 
Mar. 
Mar. 


April 1 


88 
109.4 
113.6 
123.7 

89.1 


86 
103.3 
107.0 
105.8 

90.6 





FOREIGN TRADE 
Merchandise Exportsf.......... 
Cumulative year's totalt to...... 
Merchandise Importsf.......... 
Cumulative year's totalf to...... 


Mar. 
Mar. 
Mar. 
Mar. 


31 


31 


$268.4 
699.8 
190.4 
526.7 


$275.3 
826.3 
173.4 
507.0 





RAILROAD EARNINGS 
Total Operating Revenues*..... 
Total Operating Expenditures*. . 
Net Rwy. Operating Income*... 











Operating Ratio % 
Rate of Return %.............. 


Feb. 
Feb. 
Feb. 
Feb. 
Feb. 
Feb. 


$276,904 
220,619 
27,683 
18,591 
77.84 
1.81 


$305,769 
232,946 
29,086 
32,891 
76.18 
2.40 


$251,037 
218,354 
27,250 
1,90% def) 
84.49 
0.18 





BUILDING Contract Awards (k). 
F. H. A. Mortgages 
Selected for Appraisalf........ 
Accepted for Insurancet........ 
Premium Payingt.............. 


Mar. 


Mar. 
Mar. 
Mar. 


$300.7 


121.7 
63.5 
50.2 


$220.2 $2966 — 
95.2 
39.9 
29.3 


86.2 
41.2 
44.4 





Building Permits (c) 
214 Citiest 
New Vole CYT. o65 oss bees Se 
OS EO, een Cerra 


Mar. 
Mar. 


97.3 
21.3 
118.6 


$65.2 
11.4 
76.6 


58.2 
23.2 
81.4 














Engineering Contracts (En){..... 


Mar. 


$285.6 


$203.8 $255.0 





(Continued from page 93) 


than 100% above last year, despite the heavy 
tax burden. A few companies made the best 
showing for any like period since 1929. During 
March, dividend payments were only 9% below 
last year; farm income, including benefit pay- 
ments, gained 2% against less than 1% for the 
first quarter; while new corporate capital raised 
through flotation of securities increased 120% 
compared with a 26% decrease for the first quar- 
ter. Inventories of raw materials on March 
1st were 10% below last year, while stocks of 
finished goods were off 7%. 


* * * 


Diversion of large sections of the industrial 
population in Europe and the Orient from peace 
time production ro warlike activities, coupled with 
the building up of reserves of essential commodi- 
ties which might be difficult to obtain in the event 
of actual war, has steadied our raw material 
price index in the face of otherwise seemingly 
bearish news, and the near future holds little 
prospect of any material decline in wholesale or 
retail prices, or in the cost of living—with the 
exception of rents, which are likely to recede 
somewhat further in consequence of the rapid 
construction of new residences. 


* * * 


In view of the 22% spurt in department 
store sales during the week immediately pre- 


ceding Easter, the 20% drop following Easter was | 
quite natural owing to the early Easter this year. | 
Average sales for the two weeks, however, were | 


1% above last year and, for four weeks ended 


April 15, the gain was 2%. Comparisons for yet | 
another fortnight will remain poor, and then pick | 


up sharply. 


* > * 


Railroad operating revenues during March 
were nearly 12% ahead of last year, against a gain 
of a little over 10% for February. March pas- 
senger revenue, however, was only a trifle better 
than last year. Recent earloadings still hold a 
little above last year, despite the loss of soft coal 
traffic. Present prospects are that Congress will 
pass the Chandler rail reorganization bill permit- 
ting, for a limited period, the voluntary adjust- 
ment of payments to security holders without re- 
course to receivership or bankruptcy proceedings; 
and may possibly authorize more liberal RFC 
loans to the carriers. 





* * 2 


Uncertainties associated with recent develop- 
ments at home and abroad appear to have been 
responsible for some tapering off in construc- 
tion plans, according to the volume of mortgages 
selected for appraisal by the FHA which, during 
the week ended April 15, were only 30% above 
last year. Engineering construction con- 
tracts show a similar recession. 
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STEEL 
Ingot Production in tons * 2 . 3,365 2,955 D Automobile sales at retail during the first ten 
SE eer ce | Mie PAR BMEB VERE | af Al cranded shy 1 4 show 

. jast year and still show no signs of being affected 

——— adversely by either Europe or our stock market 

AUTOMOBILES slump. Current production is little, if any, above 


Production the rate of retail sales; so that inventories are no 
Factory Sales Mar. 371,940 297,841 221,795 longer increasing. Output, from now on, how- 


R pore hs 3 Months 1939 1,008,933 617,854 ever, will taper off gradually up to the time of 

eta! es +t . 

Passenger Cars, U. S. (p) Feb. 164,942 203,212 121,234 mid-summer shut-downs for remodelling. 
Trucks, U. S. (p) Feb. 33,000(pl) 37,715 32,314 ae a. 


| PAPER (Newsprint) Machine tool orders in March, due wholly 


Production, U. S. & Canada* (tons).| Mar 300.6 271.4 299.5 to expansion in domestic bookings, reached the 
Shipments, U. S: & Canada * (tons). .| Mar. 286.7 250.2 248.8 | best level for any month since September, 1937. 


ks, U. S. & Canada * (tons). ‘ 219.9 214.5 Increase over last year amounted to 73%, com- 
Mit comme, eee} | Wine oie pared with a rise of 67% for the first quarter. 


R (Whisk The trade expects 1939 to establish a new high 

Pe naae “rap ie 9,983.7 8,735.1 9,885.6 record for the industry. North American stocks 

Withdrawn, Gals. * Mar. 6,794.1 5,002.6 5,647.6 | of newsprint on March 31—at mills, publishers, 
Stocks, Gals. * as of Mar. 31.475,142.8 472,783.5 467,423.3 and in transit—were 26% below last year. 


* * 7 














GENERAL 
Machine Tool Orders (n) 185.4 167.1 100.4 Whisky withdrawals in March were 6% below 
Railway Equipment Orders (Ry) last year; but inventories were 2% higher than a 

Locomotive : 63 3 10 year earlier. Cigarette withdrawals in March 
Freight Cars. . . 5 1,000 2,400 682 were 11.4% above last year, compared with a 
Passenger Cars ; 60 None 1 gain of 3.5% for the first quarter. Cigar produc- 
Cigarette Production t 14,244 11,782 13,728 tion during the first quarter was 3% below last 
Bituminous Coal Production * (tons). 2 35,290(pl) 33,910 26,745 year; while the output of manufactured tobacco 
Boot and Shoe Production Prs.*. . . 35,157 33,527 30,331 also declined 3%. Snuff, however, gained 7%. 
Portland Cement Shipments * ; 8,171 5,506 5,301 
Commercial Failures (c) i 1,123 963 1,167 














WEEKLY INDICATORS 


Latest Previous Year ie 
Week Week in ~ PRESENT T POSITION AND OUTLOOK | 














“M. W. S. INDEX OF BUSINESS 
ACTIVENY 18-05 —100 es Se = 60.8 | With the growing shortage of bituminous 








op- 
een 
Uuce- 
ges 
ing 
ove 
r= 


ELECTRIC POWER OUTPUT coal, industria! plants are beginning to use more 
By 


99 ¥ 199 9171 1.951 | electric energy in order to conserve coal reserves; 
: : : so that the output of electric power is expanding 





een 


| 
| ata considerably better than normal seasonal rate, 
asides total. Apr. 22 558,706 547,816 523,748 | and has currently reached a level 13% above last 
Grain. . Brees ca Apr. 22 30,759 30,932 32,767 year, the widest spread recorded this year. Most 
Coal.. eRe Apr. 22 67,749 55,049 75,359 of the utilities are well stocked with coal and, in 
Forest Products. RSet Mlect < SRrcih .| Apr. 22 28,456 28,024 24,162 | emergency, would doubtless draw upon the re- 
Manufacturing & Miscellaneous. Apr. 22 247,878 250,101 217,822 | serve of industrial plants or, where possible, make 
L. C. L. Mdse .22 152. 032 154,129 A greater use of hydro-electric power which, nor- 





ee “| mally, supplies about 40% of total output. 
STEEL PRICES 


Pig lron $ per ton (m)..... Apr. 25 20.61 20.61 23.25 oF es 
Scrap $ per ton (m) _ = 14.33 yi ‘ae Steel operations have been tapering off re- 
Finished ¢ per Ib. (m) pr. 25 ; ee. pees cently at a somewhat faster than normal seasonal 





STEEL OPERATIONS rate—partly to conserve coal reserves, and partly 
% of Capacity week ended (m)....} Apr. , i 335 in response to the present ultra-cautious hand-to- 
= ——_—____— ————- ———-| mouth buying policy of consumers, First quarter 
CAPITAL GOODS ACTIVITY | profits for the industry were disappointing, and 
(m) week ended Apr. t ; 50.9 reflected heavy volume of bookings last winter 
PETROLEUM : ; : ~~~} during the period of demoralized price slashing. 


Average Daily Production bbls.*..} Apr. 22 3,527 ; 3, ve a oe 
Crude Runs to Stills Avge. bbls.*..} Apr. 22 3,280 3,330 AL : ee - ; 
Total Gesoline Stocks bbls. * Apr. 22 87,769 87,071 90,662 a s stiffening Ps i aes would 
Gas and Fuel Oil Stocks bbls.*....| Apr. 22 126,893 126,798 126,184 | Peintto at weer or the olf industry were 
Crude—Mid-Cont. $ per bbl Apr. 29 1.02 1.02 127 | tae rss : e —- he crude output which 
Crude—Pennsylvania $ per bbI....) Apr. 28 1.48 1.48 1.25 again beclouds the outlook. 

Gasoline—N. Y. $ per gal Apr. 29 .06 .06 065 


+—Millions. *—Thousands. (a)—Federal Reserve 1923-25—100. (b)—Federal ‘ae “Bank wr N. Y. 100%—estimated hae: 
term trend. (c}—Dun & Bradstreets. (cm)—Dept. of Commerce estimates of income paid out. (d)—Nat. Ind. Conf. Bd. 1923—100. (e}— 
Dept. of Agric., 1924-29—100. (ee)—Dept. of Agric., 1909-14—100. (f}—1923-25—100. (g)}—Chain Store Age 1929-31—100. 
(h)X—U.S.B.L.S. 1926—100. (j)}—Adjusted—1929-31—100. (k}—F. W. Dodge Corp. (m)—lron Age. (n)—1926—100. (pl}—Pre- 
liminary. (s)—Fairchild Index, Dec., 1930—100. (En)—Engineering News Record. (Ry}—Railway Age. (n. i. c. b.}—Nat. Ind. Conf. Bd. 
1936—100. 
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Trend of Commodities 


Moving contrary to the trend of securities, following the 
anxiously awaited Hitler speech, commodities for the most 
part displayed a firmer tone. Strength in grain prices was 
particularly marked; copper prices reversed their recent 
downward trend; sugar and wool futures were strong; rubber 
recorded moderate gains. The fact remains, however, that 
with doubts pervading the general business prospect, there 
is slight likelihood of a sustained or prolonged rise in either 


agricultural or industrial commodities over the next sever 
months. This prospect, however, is based solely on supph 
demand factors and makes no allowance for the unpredic 
able consequences of a European war. For some months 
has been the policy of business and industry to restrict 
buying of raw materials to a hand-to-mouth basis and the 
is nothing in the near-term outlook which would influeng 
any marked change in this policy. 





INDEX 1926100 


U.S. DEPT. OF LABOR 


WHOLESALE PRICES 
LONG TERM TREND 


2 34 


63.9 
68.7 
91.3 
66.7 
73.6 





LABOR COST 
or 


FINISHED PRODUCTS 


INDEX NUMBERS 


MATERIAL 
™. 


Ss. INDEX 


| 
| 
H 


| | 
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Changes in Major Commodity Price Groups for the Fortnight Ended April 23, 1939 


Metals a down 0.3 
uilding Material x down 0.1 
Chemical x down 0.1 
no change 

DINER. 5 sivccincneseves eerie se : e up 0.3 








Latest Previous Year 


WkrorMo. Wk. or Mo. Ago PRESENT POSITION AND OUTLOOK 











(In bales 00's). 


Takings, World, wk. end 2 344 
Total Tine season Aug. 1 to.... : 13,854 13, 
Consumption, U. S d 649 
Exports, wk. end . 37 
Total Exports, season Aug. 1 to.... ‘ 2,965 
Government Crop Est. (final) 12,008 
Active Spindles (000's) ; 22,472 22, 


Cotton. Believed to be a dead issue, the ex- 
port subsidy again came to life in Congress in the 


8.38 8.13 8.71 form of the Bankhead rider attached to the Agricul- 
: 8.12 7.90 8.76 ture Appropriation bill. It is still by no means 
p ne a Mae Oe : 8.78 8.83 8.76 certain that this method of bailing the Government 


out of its huge loan stocks will be adopted. Op- 


Visible Supply, World.... : 7,971 8,084 8,796 position is vociferous. Until the issue is settled, 


332 346 however, the legislative factor will dominate the 
511 14,306 cotton market. Although demand is dull, cotton 
562 513 mill activity has yet to show any appreciable signs 
37 66 of diminishing. Either manufacturers are optimis- 
5,080 tic or they are building up an unwieldy inventory 
18,946 situation for themselves. Export demand is ex- 

525 22,291 tremely dull. 


* * . 





WHEAT ! 
Price cents per bu. Chi. closing - 
July . 72 
Exports bu. (000's) since July 1 to. R 110,860 109, 
Exports bu. (000's) wk. end 2 1,085 
Visible Supply bu. (000's) as of . . . ; 69,981 72, 





Wheat. Prices, at the close of the past week, 
broke out of their circumscribed range and July 
697g 79%) wheat made a new season's high. The principal 
6814 785} forces behind the strength in wheat, in the face of 
775 103,104 an obviously adverse statistical position, were 
735 1,187 reports of large export sales, European war scares 
026 42,643 again to the fore, and reports of deterioration in 
686,637 growing conditions in the Southwest. It is to be 





Gov't Crop Est. bu. (000's) (winter). . 549,219 





CORN ; ; 
Price cents per bu. Chi. closing sion 
July 3 50 
Exports bu. (000's) since July 1 to. ; 66,622 66, 
Visible Supply bu. (000's) as of . . | : 39,766 AM, 
Gov't Crop Est. bu. (000’s).......| 1938 2,480,958 





doubted that wheat prices can continue to make 
much progress on the upside, barring a drastic crop 
scare or the actual outbreak of a European war. 
49 5814 “ ” 0 
5014 60 Corn. Prices rallied with wheat. Domestic 
416 49,146 demand has been fairly active but export move- 
002 40,008 ment has slowed down perceptibly reflecting the 
2,644,995 heavy offerings of Argentine corn. 
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Latest 





COPPER 

Price cents per Ib. 
Domestic 

0 OCS eer eer are 
Refined Prod., Domestic (tons) 
Refined Del., Domestic (tons) 
Refined Stocks, Domestic (tons).... 
Refined Prod., World (tons) 
Refined Del., World (tons) 
Refined Stocks World (tons) 


10.20 
66,246 
50,486 

320,446 
171,343 
158,066 
506,391 


Previous 


Wk. or Mo. Wk. or Mo. 


10.00 

10.125 
59,175 
48,067 
308,908 
162,653 
149,598 
493,114 


9.85 
61,117 
33,434 

301,110 
169,821 
158,703 
540,252 





TIN 
Price cents per lb., N. ¥ 
Tin Plate, price $ per box 
World Visible Supplyt as of 
U. S. Deliveriest 
U.S. Visible Supply t as of 


49.25 
5.00 
33,890 
4,755 
10,786 


48.00 
5.00 
35,245 
4,105 
11,761 


36.25 
ee 
29,125 
4,555 
10,381 








LEAD 
Price cents per Ib., N. ¥ 
U. S. Productlon (tons) 
U. S. Shipments (tons) 
Stocks (tons) U. S., as of .......... mx 


4.15 
40,799 
40,871 

122,035 


4.15 
39,336 
34,421 

122,442 


4.50 
36,436 
31,052 

143,511 





ZINC 
Price cents per Ib., St. Louis 29 
U. S. Production (tons) 
U. S. Shipments (tons) 
Stocks (tons) U. S., as of . 3 


4.50 
45,084 
45,291 

127,985 


4.50 
39,613 
39,828 

128,192 


4.15 
43,399 
33,528 

118,009 





SILK 
Price $ per Ib. Japan xx crack . 29 
Mill Dels. U. S. (bales), season to. . 4 
Visible Stocks N. Y. (bales) as of. . _— 


334,273 
23,116 


2.48% 


2.52% 
296,410 
38,178 


1.63% 
286,920 
36,326 





RAYON (Yarn) 
Price cents per Ib 
Deliveries (a) : 
All Rayon—Month's Supply . 31 


51.0 
26.5 
41.4 


. 29 


51.0 
25.6 
39.5 


54.0 
18.3 
64.4 





WOOL 
Price cents per Ib. tops, N. ¥ . 29 


841 


8314 


81 








HIDES 
Price cents per Ib. 1 qt. packers... . 
Visible Stocks (000's) (b) as of.... 
No. of Mos. Supply as of 


9.50 
13,290 
7.0 


9.25 
13,602 
8.2 


8.25 
15,118 
10.6 





RUBBER 
Price cents per Ib 
OOS SS 
Consumption, U.S.f............. 
Stocks U. S. as of 
Tire Production (000's) 
Tire Shipments (000's)............ 
Tire Inventory (000’s) as of 


Apr. 
Mar. 
Mar. 
Mar. 
Mar. 


15.82 
38,989 
50,165 

219,843 

5,137 

4,583 


Mar. 10,109 





15.75 
36,490 
42,365 

231,475 

4,344 
3,739 
9,573 


114.25 
35,967 
30,487 

299,172 

2,680 

2,795 
10,521 





COCOA 
Price cents per Ib. May 
Arrivals (thousand bags) 
Warehouse Stocks (thousand Ibs)... . | 


4.33 
675 
1/335 


Apr. 
Mar. 
Apr. 28 


4.20 
633 
1,297 


4.73 
404 
637 





COFFEE 
Price cents per Ib. (c) 
Imports, season to 
U.S. Visible Supply (bags 000’s). . 


7.25 
10,420 
1,446 


Apr. 29 
Apr. 1 
Apr. 1 


Le 
9,199 
1,506 


7.75 
8,926 
1,343 








SUGAR 
Price cents per Ib. 
Duty free delivered | Apr. 29 2.89 
Refined (Immediate Shipment)...| Apr. 29 4.40-4.50 
U. S. Deliveries (000's)* 1,314 


U. S. Stecks (000's)* as of 614 


2.93 
4.30-4.50 


2.82 
4.65 
1,258 
722 





PRESENT POSITION AND OUTLOOK 








Copper. After declining 114 cents from the 
1114-cent level which had previously held for 
some time, prices were reversed and a rise of 14 
cent to 1014 cents was followed by one of the 
most vigorous buying movements in some months. 
Sales during the last ten days of April were re- 
ported to have exceeded the total for all of March. 


*x * * 


Tin. Market has displayed considerable 
strength accompanied by active demand. Inter- 
national Tin Committee has left the export quota 
for the second quarter unchanged at 40 percent of 
standard. 

* ~ * 

Lead. Demand, apparently taking its cue from 
copper, has displayed considerable vigor and the 
opening of the June books found plenty of buyers 
on hand. Firmness in foreign prices may shortly 
permit lead prices to be advanced to 4.90 cents. 

* * « 

Zine. Sales, although not showing the same 
activity as copper and lead, have been fairly good 
and prices are holding firm. 

* * . 

Silk. Trade estimates place April deliveries to 
mills at between 25,000 and 28,000 bales, which 
would compare with actual deliveries in March of 
37,863 bales. Despite curtailed hosiery produc- 
tion and reports emphasizing increasing use of 
rayon at the expense of silk, trade interests would 
not be surprised if silk sells at $2.75 before any 
sizable set-back is experienced. 

_ af & 

Rayon. Many weavers are reporting to be 
shifting to rayon from silk in order to hold down 
selling prices on popular priced garments. Pro- 
duction is experiencing some seasonal lag. Fall 
production will start in June and an active summer 
is indicated. 

s * s 


Wool. Dullness which has ruled since the end 
of January has been displaced by increasing ac- 
tivity and prices were established at one to two 
cents above recent lows. Wool is statistically in 
a favored position. 

* s s 

Hides. Tanners inventories of hides and leather 
are reported to be below normal. Purchases by 
shoe manufacturers have been well sustained and 
shoe output in the second quarter is expected to 
average better than 30,000,000 pairs a month. 

* « « 

Rubber. Shipments of tires in March totaled 
4,582,655 units and were the largest for any month 
since August, 1937. The increase over February 
was 22.6%. Production in March was up 18.3% 
and inventories increased to 10,108,584 units but 
were still under the level of a year ago. 

* * 7” 

Cocoa. Prices rallied moderately over the 
past week, although sentiment appears to be still 
preponderantly bearish. Warehouse stocks in 
the U. S. are more than twice those of a year ago. 

~ « * 

Sugar. World sugar prices attained their best 
levels since 1937. Domestic prices were the best 
since last December. First quarter deliveries were 
7% ahead of last year but 31% below 1937 and 
19% under 1936. 











————— 
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(a)—Million Pounds. (pl)—Preliminary. (c)—Santos No. 4N. Y. t—Long tons. 


*—Short tons. 
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Money and Banking 





























































































































Latest Previous Year 
Date Week Week ial COMMENT atl 
INTEREST RATES | “ 
Time Money (60-90 days)........ | Apr.29 144% 114% 114% Accelerated by the flow of foreign capital and | 
Prime Commercial Paper.......... | Apr.29 %-1% g-1% 1% depleted Treasury balances with the Federal | = succ 
ct ROE ee sk as 1% 1% 1% Reserve Banks, excess reserves continue to soar | situ 
Re-discount Rate, N. Y........... | Apr. 29 1% 1% 1% | and in the latest week stand at an all-time peak of | 4 
| $4,120,000,000. Monetary gold stocks, reflect. : 
CREDIT (millions of $) ing the receipt of $109,000,000 from abroad, | pan 
Bank Clearings (outside N. Y.).....) Apr. 15 2,486 2,276 2,208 rose to $15,714,000. Although sizable, last | — tion 
Cumulative year's total to... .. oe. . a > ern 33,860 week's shipments were the smallest in the past | doir 
Bank Clearings, N. Y............. | Apr. 15 3,318 3,164 2,580 | month. Whether this is the start of a gradual ag 
Cumulative year's total to.........| Apres) 467306 ss: 57,912 | tapering off in gold shipments will depend upon | sare 
F. R. Member Banks | the more considered reaction to Hitler's latest fm  Volu 
Loans and Investments..........| Apr.19 21,808 21,691 20,809 | diatribe. Currency in circulation is rising contra. | A 
Commercial, Agr., Ind. Loans. <«| Apriatd 3,858 3,852 4,208 | seasonally, reflecting increased demand from | the 
Brokers Loans..............-.. Apr. 19 690 685 624 foreign sources for large denomination bills, obvi- | bett 
— in U. S. ee | Apr.19 = 8,273 8,213 7,977 | ously for hoarding. Belli 
rt Govt id ects. Apr 1 Bx 30381979 | aad iene of Mew Yor iy 
Dement Depeits........... yal 19 16619 16 388 14.451 | Member Banks in the latest week declined | The 
ees c ; } ; a ant 1€ 
Tus Meeei................. Apr. 19 5.913 5919 5.991 $6,000,000, with loans off $15,000,000 and in- ‘ 
. . : | vestments up $9,000,000. Loans to commerce, | in f 
New York City Member Banks | : : 
Total Loans and Invest..........| Apr. 26 8,059 8,065 7,105 industry and agriculture were off we eine: som 
Comm'l Ind. and Agr. Loans aa ': Apr. 26 1,376 1,382 1,607 marking the second ee week “ ns a these [ 2% 
Siete 5... | Apr. 96 547 554 511 items were reduced. Continuing the policy of | ion 
’ | the past twelve weeks New York banks added to 
Invest. U.S. Gov'ts.......... .| Apr. 26 3,009 2,996 3,039 it holdi T “ene gg oper 
Invest. in Gov't Gtd. Securities... Apr.26 1,044 1,043 “| a of longer term ag Ay peat 
Other Securities............... | Apr. 26 = 1,299 1,234 1,115 | ae ; the latest = aa el pare / and 
Demand Deposits..............| Apr.26 7,428 7,368 6,070 peer =p nae (000,000 to a new hig com 
dime Pepotits.................] “Apr m6 624 624 656 Oe a ST AES ee ee fort 
| Federal Reserve Banks Gl eee tinu 
Member Bank Reserve Balance. Apr. 26 9,903 9,743 7,661 | With new capital offerings totaling $118,000,- 
Money in Circulation. ......... Apr. 26 6,860 6,858 6,355 | 000, the past week in the New York market was 
SOM Stek: eens. es. Sina Apr. 26 15,714 15,605 12,860 | one of the busiest in some time. Offerings were — 
Treasury Currency..............| Apr. 26 2,849 2,844 2,690 | comprised entirely of corporate issues. Prospects 
Treasury Cash......... gta ee] Oreos 2,693 2,723 2,192 | indicate a brief relapse but reports of prospective Me 
Excess Reserves........... ..| Apr. 26 4120 4,000 2,580 offerings scheduled to reach the market in the near 
— | | future suggest that dullness may be short lived. 
Latest Last Year | Market conditions and the nature of political de- 
NEW FINANCING (millions of $) Month Month Ago velopments abroad will be determining factors in — 
COTS ES Ee ce eee ae Mar. 99.6 159.7 81.6 | the capital market over the next several months, 
New Capital............. ....| Mar. 52.9 23.6 24.0 | atleast. 
; Refunding. Re ee eee Mar. 46. z 136. 1 57. O 
THE MAGAZINE OF WALL STREET COMMON STOCK INDEX fae 
1939 Indexes | se ilies coul 
No. of || No. of long. 
Issues (1925 Close—100) High Low Apr. 22 Apr. 29 | Issues (1925 Close—100) High Low Apr. 22 Apr. 29 ' and 
316 COMBINED AVERAGE 73.1.—-50.7. 55.5. 55.3 || 316 COMBINED AVERAGE 73.1. 50.7. 55.5553 pee 
5 Agricultural Implements... 119.1 81.4 91.0 89.6 | 2 Mail Order............. 87.4 69.2 75.2 743 shor 
6 Amusements............. 43.2 268 31.4 31.7 || 4 Meat Packing.. — 33 22 41% 6 try. 
15 Automobile Accessories... 92.3 55.2 63.4 63.6 14 Metals, (non- Fonoun).. 173:6 12910 12857 194:9 pect 
12 Automobiles............ 12.8 8.1 9.1 9.2 210 oC aan ne eee er 13:5 5 8.7 8.6 best 
11 Aviation (1927 Cl—100)... 182.7 128.2 1366 140.8 4 Petroleum: ..<..5...- 0.0%. 100.9 76.6 80.9 80.4 sill 
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Sutherland Paper Co. 





(Continued from page 83) 


successfully adjusted itself to the 
situation. 

All things considered, the com- 
pany seems best to fit the descrip- 
tion of a moderate sized concern 
doing a good volume of business 
at a good profit in relation to sales 
volume and invested capital. 

As might well have been expected, 
the company’s shares have shown 
better than average resistance to 
selling during the general market 
weakness of the past few months. 
The company’s relatively small stake 

foreign markets may have had 
something to do with it—less than 
2% of sales are for export—but a 
much more likely explanation is its 
operating record through good times 
and bad and the likelihood that, 
come war or peace, Sutherland’s 
fortunes in the long run will con- 
tinue to improve. 





Movie Executives Get the 
Cream 





(Continued from page 71) 


mortgage on the abilities that go to 
produce great pictures. How long 
could we hold our position? “Just so 
long,” said this man, “as we are able 
and willing to pay the largest sal- 
aries in the world to anyone who 
shows his talent in a foreign coun- 
try. It is only common sense to ex- 
pect ability to find its way to the 
best market, and the best market 
will continue to be Hollywood.” 
There stands the strongest justifi- 
cation of a salary scale which exerts 
a reciprocal inflationary influence 
among stars, directors, writers and 
executives. It may cut into earn- 
ings. It may alienate stockholders. 
But it does attract talent, it produces 
results in a general average of pic- 
tures far above anything shown by 
other countries. Some critics dis- 
cover foreign films which excel our 
best, particularly such French pic- 
tures as Grand Illusion, Carnet de 
Bal, Generals Without Buttons, or 
Ballerina, but as soon as the critics 
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begin to differ from box office results 
they lose their authority as far as 
the business aspect is concerned. 
Not only the mass of the American 
public, but those of foreign countries 
which are allowed to see our pic- 
tures, vote them the best in the 
world. The foreign reception is im- 
portant because several American 
companies have derived a third or 
better of their revenues from rentals 
in other countries, without which the 
product would necessarily be cheap- 
ened and earnings reduced. Cer- 
tain pictures count on foreign sales 
for as high as 60% of rentals. 


Retention of foreign markets un- 
doubtedly means much to the indus- 
try and to the stockholder, an argu- 
ment in favor of liberal compensa- 
tion in order to produce pictures 
capable of competing anywhere. 
The trend, however, is for foreign 
markets to dwindle regardless of the 
quality of our output. Distributors’ 
quotas exist in England, Germany, 
Portugal, New Zealand and parts of 
Australia and South America; Italy 
has created a distribution monopoly 
which shuts out American pictures; 
France limits her takings strictly; 
Japan has cancelled all imports; for- 
eign exchange restrictions interfere 
with getting earnings out of numer- 
ous countries. If we are to be shut 
out of many and perhaps eventu- 
ally most of the important potential 
audiences abroad, then it will do 
no good to fight for a small re- 
mainder at the expense of domestic 
efficiency and profit margins. 

The American motion picture 
business may have to tighten its 
belt as export profits diminish and 
it may have other problems right 
here which will have the finally 
healthful result of increasing com- 
petition. A general reduction in sal- 
ary scales would be the first sign 
that the industry what lies 
ahead. When tempted to give in to 
a sense of its own importance it 
might look back at one landmark for 
a good grip on realities. This is 
accepted as the first statement of a 
motion picture company, the report 
of the Kinetoscope Co. at the close 
of business March 15, 1895, cited 
by Terry Ramsaye in “A Million and 
One Nights.” Gross was $29,267. 
Operating expenses (including sal- 
aries) —$7,283. Dividend No. 1— 
$5,000. Balance back into the busi- 


sees 


ness—$16,984. That is the ideal 
way, however unattainable nowa- 


days, to run a movie enterprise. 














What 12 STOCKS 
Do Experts Favor 
for NEXT ADVANCE! 


spECIAL UNITED OPIN- 

ION report, just prepared, 
lists the 12 issues most recom- 
mended by leading financial au- 
thorities for the next advance. 
These stocks range in price from 
$12 to $138 a share. This list is 
obtainable from no other source. 


Experience has shown that 
stocks recommended by three 


or more financial experts 
almost always have better 
than average appreciation. 


7 Industries Favored 
These stocks represent 7 promis- 
ing groups that appear in the best 
position to show expanding earn- 
ing power over the balance of the 
year. Check your list against these 


UNITED OPINION selections. 
Send for Bulletin MW-27 FREE! 
NO SALESMAN WILL CALL 


UNITED BUSINESS SERVICE 


210 Newbury St. xX re Boston, Mass. 


~ MARKET VALUES 


are best determined by men trained in fin- 
ancial research. Send in a list of your 
securities for our up-to-date analysis. 

Write Dept. MG6 


(ijsnoum & CHAPMAN 


Established 1907 
Members New York Stock Exchange 


52 Broadway New York 




















- Clirysier Cucemcatiow 

*DIVIDEND ON COMMON STOCK: 
The directors of Chrysler Corporation have de- 
clared a dividend of one dollar and fifty cents 
($1.50) per share on the outstanding common 
stock, payable June 12, 1939, to stock holders of 
record at the close of business, May 15, 1939. 

B. E. Hutchinson, Chairman, Finance Committee 











THE ANNUAL 
PUBLIC UTILITY ISSUE 
of 
THE MAGAZINE OF WALL STREET 
AND BUSINESS ANALYST 


is now in the course of preparation. 
This Annual has become an institution 
in the utility-industrial and utility- 
investment field since its inauguration 
many years ago. 


This year the issue will be dated June 
3rd and will present a comprehensive 
survey of the various branches of the 
utility industry, from an economic, 
political, and investment viewpoint; as 
of every important 
in the industry. 


well as analyses 


company 














The Great Asset of Our 
Gold 





(Continued from page 69) 


nothing to take the place of gold. 
No other nation in the world, ex- 
cept the United States is importing 
silver for use as currency. Fiat 
money can circulate only within the 
borders of the issuing nation. 

Herr Walther Funk, President of 
the Reichsbank and Economic Min- 
ister of Germany recently said “Is a 
new ‘dance around the golden calf’ 
about to begin? Will the world 
sacrifice itself to the American Mo- 
loch? The world is now at the part- 
ing of the ways. Either it will yield 
to the might of American gold or it 
will accept the new methods of 
young, vigorous, striving nations.” 
This speech was obviously designed 
as a political expedient to sell other 
nations the idea of embracing the 
German barter system. Germany 
still recognizes the value of gold, as 
witness the eagerness with which the 
gold holdings of Austria and Czecho- 
slovakia were confiscated. 

In a recent letter to Senator Wag- 
ner, Secretary Morgenthau discuss- 
ing the phenomenon that some coun- 
tries with very little gold or foreign 
exchange assets are still able to carry 
on foreign trade and settle interna- 
tional balances, an experience which 
some people feel may ultimately 
make gold obsolete, said, “It is their 
(these very countries) inability to 
vbtain gold which forces them to 
adopt a far less satisfactory alterna- 
tive method of adjusting their bal- 
ance of international payments— 
uamely, the adoption of strict ex- 
change control, of clearing agree- 
ments, of barter schemes, and the 
imposition of severe penalties against 
evasion, and all the other business 
and liberty destroying procedures 
necessary to make the system work.” 
The Secretary further pointed out, 
“the nations producing substantial 
quantities of gold have important 
vested interests in the continuation 
of gold as a monetary metal. The 
British Empire alone produces al- 
most half of the world’s gold. Even 
countries which produce _ small 
amounts of gold find that these small 
amounts are an important source 
of national income to them.” All of 
which presents an almost irrefutable 





argument against the possibility that 
gold may be demonetized. 

But actually the United States 
would like to receive less gold and 
even get rid of substantial amounts 
of the gold we already have. Un- 
fortunately, however, there is no al- 
ternative to our present policy, nor 
an immediate solution at hand. 
Political serenity and the full res- 
toration of peace in Europe would 
change the tide of gold movements 
but continued unsettlement abroad 
must be expected for an indefinite 
period. A business boom and rising 
prices in the United States, permit- 
ting greatly increased exports, would 
reduce the flow of gold. Possibly 
some plan may be worked out for 
the resumption of large scale foreign 
lending, along the lines of the recent 
arrangement with Brazil. Of all 
these alternatives, however, the pos- 
sibility of a business upturn appears 
to be more immediately likely. 





War Scares Put Crimp in 
Construction 





(Continued from page 81) 


nent to near term demand for labor 
and materials than current statistics 
on new awards—is subject only to 
very rough estimate. It is without 
doubt true, however, that a much 
larger proportion of the awards of 
the past nine months may be con- 
sidered as still existing backlog than 
would normally be the case because 
of the high proportion of slow-mov- 
ing public works and the concen- 
tration of such awards in the closing 
months of 1938. For the nine 
months ending April 30 total pub- 
licly-financed awards may be esti- 
mated at around $1,800,000,000 
(United States total) and aggregate 
of public and private awards at ap- 
proximately $2,800,000,000. On this 
basis the present backlog of work 
may be somewhere near $1,500,000,- 
000, with peak economic stimulus 
from the public works program not 
likely to be felt before July or Au- 
gust. 

On both sides of the construc- 
tion picture, non-economic factors 
are and for some time have been of 
paramount importance. On the one 
hand, a major portion of such con- 
struction as we have is founded on 
government spending rather than 











private investment. On the other 
hand the political factor—defined 
for our purposes as the sum total of 
New Deal reform, regulatory and 
tax policies—long has been, and re- 
mains, one of the chief deterrents to 
investment in building precisely as 
in all other types of long term in- 
vestment. This was true before the 
European war scares put further ob- 
stacles in the path of private build- 
ing recovery and would be true if 
Europe found a satisfactory degree 
of peace tomorrow. 

Even the relatively encouraging 
improvement in residential awards 
over the past year or so probably re- 
flects the lure of the FHA easy 
installment plan rather than any 
basic change in long terrz invest- 
ment confidence. Since the termina- 
tion of the 1935-1937 recovery cycle, 
industrial and commercial building 
has shown no significant revival. 
The highest recent recovery level in 
general business activity was reached 
in the fourth quarter of last year, in 
which period total commercial and 
factory awards were less than they 
had been in the second quarter of 
1938 with general business volume 
at virtually the depression low. 

The basic economic and financial! 
factors relating to the longer build- 
ing outlook are favorable. For 
nearly a decade we have been under- 
building while there has been an in- 
crease of many millions in our adult 
population. For nearly a decade we 
have been deflating the total mort- 
gage debt by foreclosure and ad- 
justment, and have been shifting it 
into stronger hands. The frozen 
mass of distress real estate over- 
hanging the market has been thawed 
at least to the extent that it is no 
longer an impossible obstacle to a 
vast building recovery—were other 
conditions favorable. Over-all build- 
ing costs remain high relative to 
costs of most other types of goods 
or services, but are stable rather 
than rising; and there is a tendency 
toward increased structural value 
for the same amount of money spent 
by the home buyer. Mortgage credit 
is plentiful on increasingly favorable 
terms. Finally, the present relation- 
ships between rentals, vacancies and 
building costs are at least moderate- 
ly favorable to building. 


None of these basically favorable 
factors can oulweigh investment or 
speculative doubt and fear—whether 
such doubt and fear center on the 
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European picture, the recent defla- 
tion of stock prices or the course of 
events at Washington. They will 
stand building in good stead at some 
future time—maybe later this year 
if European alarms quiet down, may- 
be not until next year when we 
should have a fairly good idea as to 
whether the direction of public pol- 
icy in the United States is likely for 
some time to come to encourage or 
discourage private investment. Cer- 
tainly the present odds are that the 
investor—and building—will get a 
break in a not too distant future. 





Business on the Threshold of 
Great Changes 





(Continued from page 65) 


weeks. Even a moderately dis- 
appointing sales year exerts pres- 
sure toward more extensive re-design 
of new models. Finally, the trend 
of recent years toward higher indus- 
trial costs—especially of labor and 
taxes—has created a strong compul- 
sion to find increased mechanical 
efficiency. This has not yet had 
maximum long term effect in stimu- 
lating machine tool orders and is a 
sustaining factor even under present 
conditions of industrial uncertainty. 

The leading consumption goods 
industries—food, textiles, clothing, 
shoes, etc.—account for a very large 
proportion of total business activity 
and employment, but the aggregate 
physical output of consumption 
goods is notably stable. Hence these 
industries are never a dynamic in- 
fluence on the broader fluctuations 
of the business cycle. By the close 
of last year, as noted by the Federal 
Reserve Board, the consumption 
goods industries and the general re- 
covery had reached a point at which 
further advance required increasing 
support from construction and pro- 
ducer goods activity as reflected in 
enlarged employment and increment 
to national income. Such remains 
the case today. 

From an investment point of view 
—rather than in relation to the busi- 
ness trend—the outlook for con- 
sumption goods is a wholly different 
thing. A majority of companies in 
this field appear in for a very good 
year, not primarily because of stable 
Volume but because of this plus the 
most favorable profit margins in 
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some time due largely to low cost 
raw materials. There are some ex- 
ceptions, including hard liquors and 
cetton textiles. 

Depending on one’s point of view, 
the retail trade outlook is good or, 
as a merchant would say, “just fair.” 
Profit margins are generally good 
but volume, judging by results to 
date this year, is increasingly shift- 
ing from the independent depart- 
ment stores to the more efficient 
chains. Hence the outlook is “just 
fair” for the majority of department 
stores but good for most of the 
stronger chain systems, including the 
mail order firms. With allowance 
for seasonal factors, current volume 
and profits of the mail order com- 
panies and various of the variety 
chains are at or near all time highs. 

Consumer preference is not only 
shifting to the efficient chains but 
apparently is shifting also to install- 
ment purchases. While timely statis- 
tics on installment trade volume are 
meager, it may be noted that sales 
of Spiegel, Inc., exclusively a mail 
order installment firm, have been 
running about 30% larger than a 
year ago or far above the average 
gain in merchandising dollar volume. 





Gains of around 20% over a year 
ago for Montgomery Ward and 
Sears, Roebuck are partly due to the 
broadening of their installment sales. 
Looking at the forest rather than 
the trees, we see $52,000,000,000 of 
cash lying in the banks—investment 
money, working capital money, con- 
sumer money. We have approxi- 
mately as much of it as we ever had 
in the most prosperous times—but 
investing and spending remain far 
sub-normal and are presently point- 
ing down rather than up. Nearby 
change for the better is not visible 
to the naked eye, but it never is. 
It will come, and if it comes fast 
that should not amaze anyone famil- 
iar with the jitterbug dance of the 
business cycle in recent years. 








St. Joseph Leads in Lead 
Production 
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be able to make a better showing 
than in 1938. Whether it does or not. 
however, will depend upon condi- 
tions—notably war scares and do- 
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mestic politics and their cumulative 
effects upon general business—which 
are not within the realm of predic- 
tion. 

Statistically the lead industry 
started 1939 in a much improved po- 
sition. Stocks of refined lead, which 
at the beginning of 1938 totaled 133,- 
401 tons, were down to less than 
116,000 tons and supplies in the 
hands of consumers had been re- 
duced to normal proportions. De- 
liveries of refined lead in the first 
quarter were about 2,000 tons under 
the monthly average for the fourth 
quarter of 1938. In the first three 
months of this year production of 
refined lead exceeded shipments by 
6,181 tons and stocks at the begin- 
ning of April had risen to 122,035 
tons. Prices have been alternately 
advanced and reduced on several 
occasions this year and, as this is 
written, the figure of 4.75 cents New 
York was ten points lower than at 
the beginning of the year and com- 
pares with the average price of 4.59 
cents for 1938. The several changes 
reflect alternate strength and weak- 
ness of London. 

St. Joseph Lead, for all its size 
and importance in the lead mining 
industry probably has less than 150 
active customers on_ its books. 
Among these, however, are some of 
the heaviest consumers of lead, in- 
cluding National Lead, a leading 
manufacturer of paint and other 
lead products, Electric Storage Bat- 
tery, the largest maker of storage 
batteries and Western Electric, man- 
ufacturing cables and other elec- 
trical products. 

Since 1930, the manufacture of 
storage batteries has provided the 
largest single outlet for lead. Total 
amount of lead consumed by this 
industry in 1936 and 1937 was only 
about 18,500 tons less than in 1929. 
White lead in 1937 accounted for 
only 86,000 tons as compared with 
nearly 120,000 tons in 1929, while 
cable coverings which used the larg- 
est quantities in 1929 and 1930 ran 
second in 1937, but nearly 100,000 
tons under storage batteries. Other 
important industrial uses of lead are 
red lead, litharge (used in glass man- 
ufacture) buildings, ammunition, 
foil, solder, type metal, castings and 
bearing metal. 

Obviously, St. Joe’s current pros- 
pects depend in a large measure on 
the further recovery of volume by 
leading consumers. Mr. Crane looks 
for no boom in his company’s busi- 
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ness this year but is hopeful that it 
will be better than last year, per- 
haps comparable to the 1936 basis. 
If his hopes are realized, the com- 
pany will earn around $1.30 a share 
for its stockholders. 

On this basis, is the stock, recent- 
ly selling around 30, or about 16 
points under its 1939 high, still 
rather optimistically valued? For 
the individual looking for a “cheap” 
speculative vehicle it probably is. 
If the market declines further, St. 
Joe lead shares will decline with it 
—if it recovers sharply, so will they. 
As an industrial investment, how- 
ever, offering full equity in a lead- 
ing business enterprise having for 
its background an excellent record 
of management, financial conserva- 
tism and dependable earning power, 
then the shares, prevailing market 
quotations aside, may justly be in- 
cluded among the better grade is- 
sues. 





Is This the Time to Buy Oils? 
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served notice that it has no inten- 
tion of holding a price umbrella over 
the industry, while other states con- 
tinue to produce oil in unrestricted 
quantities. A general letting-down 
of restrictions now in force in 
Texas could conceivably bring about 
such chaotic conditions that the 
hand of those favoring Federal con- 
trol of the oil industry would be 
greatly strengthened. Releasing the 
floodgates of oil production at a time 
when the nation is anxiously con- 
cerned in safeguarding its resources 
against the threat of war would lead 
inevitably to Government control, 
which the industry would find any- 
thing but desirable. 

Without any provisions, however, 
for the control of refining operations, 
the oil industry would still be vulner- 
able to excesses in this division, even 
if adequate cooperation could be 
obtained in stabilizing crude pro- 
duction. Last year, the reduction 
in crude prices was forced, not so 
much by an excessive output of 
crude, as the pressure of burdensome 
supplies of gasoline. With the lower- 
ing of gasoline prices, unaccom- 
panied by lower prices for crude, 
the majority of the integrated oil 
companies were placed at a marked 
disadvantage owing to the necessity 














of purchasing crude oil in the open 
market to make up the deficiency in 
their requirements resulting from 
adherence to proration programs, 
As an alternative to crude oil pur- 
chases at unprofitable prices, refin- 
eries in many cases were supplied 
from storage, thus further aggravat- 
ing the problem of excessive gasoline 
supplies and setting into motion a 
vicious cycle. 

From all indications the industry 
is refining and storing quantities of 
gasoline greatly in excess of require- 
ments, a process which has already 
been carried to the danger point. 
Should it result in more seriously 
upsetting the industry’s equilibrium, 
the demand for legislation restrict- 
ing refining activities will become 
vociferous. As the situation stands 
at the present time, various inter- 
ests connected with the industry are 
urging action, either voluntary or 
legislative, but in the absence of any 
actual legislative proposals volun- 
tary action holds out the only im- 
mediate hope of avoiding serious 
difficulties. 

The intervention of a European 
war would undoubtedly effect a 
rapid reduction in existing supplies 
of crude oil, and, to a lesser extent, 
gasoline, and probably requiring con- 
siderable modification of existing 
proration schedules. Last year the 
United States exported 77,300,000 
barrels of crude oil, nearly three 
times as much as was exported in 
1929, but reflecting enlarged refining 
facilities abroad, exports of gasoline 
totaled only 50,200,000 barrels as 
compared with 62,100,000 barrels 
in 1929. 

If a European war rescues the oil 
industry from its present dilemma 
the whole picture would be changed. 
Unless war eventuates, the industry 
is clearly confronted with another 
of its critical periods. Prompt ac- 
tion, cooperative within the industry 
and legislative on the part of leading 
oil-producing states, is called for if 
larger consumption this year is to 
be effectively translated into better 
earnings. Oil companies reporting 
for the first quarter have shown uni- 
formly lower earnings; better results 
are promised for the more active 
second quarter; but comparisons 
with a year ago will not be impres- 
sive unless the price structure can 
be strengthened. 

These are facts which investors 
contemplating new commitments in 
oil stocks might well bear in mind. 
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Watch oil legislation, and particu- 
larly observe the figures on petrol- 
eum stocks and production. They 
appear in every issue of this maga- 


) vine in the Business Analyst section. 
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(Continued from page 91) 


event, the subject shares at current 
levels present an interesting oppor- 
tunity for the investor who is willing 
to disregard intermediate fluctua- 
tions in the market in general. 





Superheater Co. 


Do you counsel the retention of 75 shares 
of Superheater that cost 40% last year? 
Doesn’t the company stand to benefit mate- 
rially from Naval programs and utility plant 
expansion, inasmuch as it is one of the fore- 
most manufacturers of necessary equipment? 
Ilas it a sizable backlog of unfilled orders? 
—P.E., Schenectady, N. Y. 


Earnings of Superheater Co. for 
the initial quarter of 1939 of 19 
cents per share showed a satisfac- 
tory improvement over the 13 cents 


per share recorded in the initial 
quarter of 1938. It is understood 
that this betterment was realized 


mainly from repair parts orders. As 
this type of order usually precedes 
improvement in orders for heavy 
machinery, the outlook for the con- 
cern is for continued expansion of 
earnings. As utilities are planning 
larger expansion this year than dur- 
ing the past, orders from this source 
should materially boost longer term 
profits. Of course, railroads are ex- 
pected to purchase necessary new 
equipment as soon as their business 
justifies such action. However, it 
must be remembered that the period 
for manufacturing this railroad 
equipment is necessarily long, and 
thus will not have a material effect 
on near term profits. Benefits to be 
derived over the longer term, how- 
ever, are good and hence we can ex- 
pect a continuation of at least the 
present dividend rate. Any larger 
disbursement will naturally await a 
more substantial recovery in earn- 
ings. While the backlog of orders 
currently on hand is not large, being 
around the $1,000,000 mark, it is 
sufficient to enable the company to 
continue at an operating rate high 
enough to maintain satisfactory 
profit margins. Over the past few 
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years Superheater has broadened its 
activities in order to effect some 
stabilization in earnings. However, 
the company still depends to a large 
extent on heavy industries and the 
earnings picture is characterized by 
wide fluctuations. Given any def- 
inite improvement in general busi- 
ness activity earnings could show a 
substantial increase. There is out- 
standing only a single class of stock, 
which assures full participation by 
the shareholder in earnings. This is 
further backed up by a strong finan- 
cial position and a well defined po- 
sition in the industry. While we do 
not believe that market price recov- 
ery will be immediate, we are of the 
opinion that a more favorable price 
for the shares over the longer term 
is entirely possible. 





Chicago Pneumatic Tool 


I bought 150 shares of Chicago Pneumatic 
Tool at 314% two years ago for appreciation. 
After a considerable decline, this stock never 
rose above 20% recorded this year. Are 
higher prices in view now that shipbuilding 
activity has been accelerated—and the com- 
pany’s production capacity for airplane ma- 
chine tools has been increased?—M. C., Dal- 
las, Texas. 


Since 1901 Chicago Pneumatic 
Tool has been chiefly a manufac- 


turer of pneumatic tools. Yet over 
a period of years the line of machin- 
ery and tools has been broadened 
until it comprises not only pneu- 
matic and electric pavement break- 
ers, tampers, hammers, rammers, 
riveters and demolition tools, but 
lubricants for these items and a va- 
riety of gas, oil, Diesel and semi- 
Diesel engines. These products en- 
joy large markets particularly in the 
mining, automobile, building, rail- 
road, petroleum and _ shipbuilding 
industries, abroad as well as in this 
country. In view of the nature of 
the sales outlets, it is not unusual 
that the rate of activity decline last 
year has reflected in per common 
share results of only 16 cents a share 
as compared with $2.26 per share in 
1937. Current prospects portend 
improved earnings in the current 
year, since several important indus- 
tries which are large users of the 
company’s products are either now 
experiencing a high rate of activity 
or give promise of substantial ex- 
pansion in the near future. These 
industries include construction, ship- 
building and aviation, both of the 
latter being aided considerably by 
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heavy government expenditures for 
rearmament purposes. Holders of 
the common stock have yet to 
enjoy the benefit of a dividend 
payment, although finances would 
permit moderate distributions. How- 
ever, indications are that the com- 
pany will continue its conservative 
policy in this respect. Nevertheless, 
the common stock represents an in- 
teresting speculation and_ should 
eventually participate in distribu- 
tion of earnings. We regard the issue 
as worthy of retention on a specu- 
lative basis. 


Bayuk Cigars 


l note that Bayuk Cigars for 1938 earned 
$3.01 on the common, compared with $2.17 
in 1937. Do sales of “Phillies” and the com- 
pany’s other low priced brands currently 1n- 
dicate that 1939 earnings should be higher? 
My 100 shares cost me 20% and I am anzious 
to know how this stock should rebound when 
the general market turns up—T. S., Mobile, 
{la. 


With its 5-cent “Bayuk Phillies” 
brand, Bayuk Cigars leads the do- 
mestic industry in point of sales for 
any one class A (low priced) cigar. 
Other class A brands include “Mapa- 
cuba,” “Charles Thompson” and 
“Havana Ribbon”; “Prince Hamlet” 
is the company’s sole representative 
in the 10-cent category, while “Little 
Phillies” retail at 10 cents for a pack- 
age of five. Although sales of class 
A cigars, particularly Bayuk Phillies 
improved last year, the gain repre- 
sented only a 214% increase over 
those of 1937. The substantially 
better earnings of $3.01 per common 
share as compared with the $2.17 in 
1937 was, therefore, more a reflec- 
tion of other factors, primarily a 
rise in the profit margin from 7.45% 
in 1937 to 945%. In addition, the 
outstanding $7 preferred stock ($100 
par) was reduced from 1,876,700 at 
the close of 1937 to 1,690,000 at the 
end of 1938, and during the same 
period, $1,300,000 of notes payable 
was climinated, leaving $500,000 
outstanding as of December 31, 1938. 
Obviously, these latter factors per- 
mitted savings, in both dividends 
and interest, and allowed a greater 
portion of profits to accrue to the 
common. However, dividends on the 
common are likely to remain re- 
stricted over the near term in view 
of the policy of the company to use 
the greater portion of funds in 
strengthening the financial structure 
and reducing preferred shares and 
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debt, so in the long run the common 
will benefit from this procedure. 
Sales in the current year should 
maintain the gains experienced in 
1938 and since Bayuk’s products 
cover the lower priced field, sales are 
less susceptible to business recessions 
than are those in the upper brackets. 
The common returns a fair yield on 
the basis of current quarterly divi- 
dends of 18%4 cents a share, but its 
chief attraction lies in its long range 
potentialities on which basis reten- 
tion is recommended. 


Underwood-Elliott-Fisher Co. 


At its present price, does Underwood-El- 
liott-Fisher fully discount the effects of Eu- 
ropean war scares on foreign sales? Will the 
need for labor saving devices used in Social 
Security and other legislation tend to resist 
any decline in sales volume? Would you ad- 
vise me to average? I hold 100 shares that 
cost 75.—W. B., Detroit, Michigan. 


We do not believe that the present 
price of Underwood-Eliott-Fisher 
has taken the European situation 
fully into consideration. Repeated 
war scares will undoubtedly cause 
continued fluctuations in the price 
marketwise. Moreover, in ‘relation 
to the earnings for 1938, equal to 
$2.41 per share for the common 
stock, the shares of Underwood- 
Elliott-Fisher do not appear to be 
al a bargain level. The earning 
power of the company has _ been 
convincingly demonstrated, how- 
ever, in times more nearly normal. 
For example, 1937 earnings were 
equivalent to $6.70 per share for the 
common steck and a dividend of 
$4.50 was paid during that term, as 
compared with a disbursement of 
only $2.50 a share last year. Of 
course, it must be remembered that 
office equipment sales tend to lag 
several months behind a _ general 
business recovery. Business during 
1939 has been very good although 
office equipment sales have not as 
yet responded. Given any assur- 
ance that business recovery could be 
permanent, however, we would un- 
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doubtedly see a larger earnings gai 
for Underwood-Elliott-Fisher. Cap 
italization of the company is simple 
consisting solely of 734,300 shares 
common stock. While the Europea 
situation does present a retarding 
factor, it must be remembered that 
only one-third of the company’s et 
tire sales is of a foreign nat 
Therefore, it is only reasonable 
assume that given any improvement 
in domestic business, earnings of thé 
concern should grow correspond: 
ingly. In any event, the shares if 
acquired as a sound industrial equity 
with a view to somewhat longer 
term prospects, may well be con 
sidered a good medium subject to 
possibly larger dividends. Yo 


commitment of 100 shares, however, 
appears to us to be ample and aver 
aging down is not in order. 


Tidewater Associated Oil Co. 


I have read that the decline in 1938 im 
come for Tidewater Associated Oil was main- 
ly attributed to lower average sales prices. 
In view of further pro-rating of output tr 
the Texas field and the coming seasonal im- 
provement in sales, do you expect better earn- 
ings for this company? Shall I hold 300 shares 
which cost 2129—T. L., Chicago, Iil. 


Not only did lower prices for mar 
keted products tend to retard earn- 
ings of Tidewater Associated Oil but) 
increased costs of labor and materials 
restricted profit margins. For the 
year ended December 31, 1938, the 
company reported a profit of $1.28 
on each share of their 6,369,175) 
shares of common outstanding. This 
compares with a profit of $2.08 per 
share during the preceding year. 
Moreover, the future outlook for 
prices is clouded and as long as this 
uncertainty prevails no estimate of 
future profits is possible. If it is 
possible to maintain prices on the 
West Coast, earnings for the re] 
mainder of 1939 should compare 
more favorably with those of 1938. 
In any event, the 25-cent quarterly) 
dividend rate appears amply secured | 
at this writing. Even though the 
longer term outlook for the concern 
is not clearly defined, we do not be-| 
lieve that the present market price 
of the stock is a true measurement 
of its worth. In our estimation, the 
shares represent a good speculative 
unit in the oil industry. However.| 
full retention of your 300 shares de-) 
pends upon its percentage propor- 
tion in relation to the remainder of 
your portfolio. 


with our advertisers kindly mention THE MAGAZINE OF WALL STREET) 





938 in 
$ main. 

prices. 
tput im 
ynal im- 
er earn- 
0 shares 


terials 
r the 
8, the 
$1.28 
69,175 


ement 


ilative 
vevel, 
‘es de- 
ropor- 
der of 


TREET 





